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ECONOMIC  STUDIES  OF  JlAhYLMm 
P^lRT   IV 
INTRODUCTORY  STATMENT 

The   ComiTiission  has  previously  released  two   publications    i^^   the 
series  of  'Economic  Studies  of  Mary  land .      The   first  publicstion  related  to 
Parts  I  and   II   of  the   studies  and  presented  an   outline  of  the  Survey  a-id 
a  Base  Pattern   of  Maryland's  economy  as  of   1930.      The  second  publication, 
related  to   Part   III,   and   presented   statistical  data    indicative  of   Indus- 
'trial  changes  and   the  effect   of   these  changes   on   the   State's  economic 
pattern.      Some   interpretations   of   these   data  were  also  presented  to   dem- 
onstrate their  use.      The  data  refer  to  the   sixty  year  period  prior   to 
and  the  seven  year   period    subsequent    to  1930, 

This,   the  third  publication,    relates  to  Part   IV.      It   is   diag- 
nostic   in   character   and    is  devoted  partly  to  interpretation  and   correla- 
tion of  statistical  data  presented   in  Part    III  and   partly  to   presentation 
of  non-statistical  material  and  dthciiption  of  methods  used   in  the   diag- 
nosis. 

Out    study  of   the  sixty  year  period  prior  to  1930,    the  year   of 
our  Base  Pattern,  begins  -pith  the   decade  immediately  following  the   Civil 
'WBr  decf^de^     It  marked  the  bepinnin*"  of  a  period    in  which  Maryland's 
economy  underwent  considerable  readjustment. 

At  the  beprinnin/;'  of  the  Civil  Vfer,    Industry  was  predominant  in 
Iteryland'"   economy  and    the  Service  Industries  wure  predominant   in  her 
industrial  pattern.     Her  Service  Industries  wore  centered   in  the   tx-ade 
servicc-B,     Eurin??  the  war  and  the  reconstruction  period  following  it, 
Marylonc)   lost  most  of  hr^r   southern    trade  and  never    fully  refrained  it. 


This  necessitated  readjustments   in   the    State's   industrial    econoray,   which 
later  mere  accon^lished   through   expansion  of  the   Non-Service   Industries 
and   particularly  of  manufacturing! 

This   Industrial  Transition  not   only  caused  a   great    increase  in 
the  relative   occupational   importence   of  the  '-^on-Service  Industries,    but 
also   contributed  to    sustaining  the    importance  of  the  Service   Industries. 

The  Service    Industries  co-^tinued  predominant    it",  relative   occu- 
pational  importance,    in  the   State's  economic  pattern,    throughout    the 
1870-19^'0  period.      The   character   of  the  services,   however,    underwent  a 
radical    ch?nge   in  which  the   Intra-Sectional  Services    increased   greatly 
and   the  Extre-Sectional  Services  declined  considerably   in  relative  occu- 
pational  imTDortsnce.      The  principle   influences   contributing  to   this  change 
were  a   large  decline   in  trade   services  and   a   large   expansion   in  the   State's 
ma'^ufscturing   industries  with  a   coincident   expansion  of   locnl  trarisporta- 
tion,    power  and    other   services  requisite  to   servicing  local   industries. 

The  effects   of  the   Civil  I7ar   on  Maryland '  s   Industrial  Stability 

have  been   indicated  by  the   following   interpretations    of  the    statistical 

data: 

1.      During  the   Civil  War   decade  and   the   decade  following    it, 
Maryland    Industry  collectively   showed  a  marked  loss  of 
stability.      The  State   suffered  s  material  loss  of   im- 
portance  in   Inter-State   Co.mmerce. 

??.      In  the  two  succeding  decades  the   State  neither  gained  nor 
lost   Industrial   Importance  in  the   nation;    apparently  she 
stabilized  at   the  level  to  v.-hich  she  dropped  in  the  two 
precodinP"   decades. 

3.  In  th--;  first  decade  of  the  1900-1937  period  Maryland 
shov,-ed  a  marked  gain  in  Industrial  Stability  and  has 
since  consistently  maintained  this  gain. 

An  eramination   of  the  v.'idt    difference   in  Industrial  Stability 

In  these  periods  discloses   that  the  gains  following   1900  more   than  com- 


ii    - 


Digitized  by  the  Internet  Archive 

in  2010  with  funding  from 

Lyrasis  IVIembers  and  Sloan  Foundation 


http://www.archive.org/details/economicstudieso26mary 


pensated   for  the   losses   in  the  first   period  7'ith  the   net  result   that  lihry- 
land's   Industrial   importance   in   the   nation   is   now  materially  greater  than 
it  was   in  the   period   immediately  preceding  the   Civil  War. 

Interpretation  and   correlation  of   occupational  and  population 
statistics  discloses  that   Industrial   expansion  arri   particularly  expansion 
in  Manufacturing  has  been   the  predominant    influence   in   the  State's   popu- 
lation  increase  and   in   distribution  of  this   increase.      It  resulted   in  the 
following  charscteristics: 

1,     A   stabilization  in  the   decadal   rate  of  population   increase 
in  Maryland   follov^ing    1380  ?/hile  the   national  rate  almost 
continuously  declined. 

2»      A  hi^   concentration  of  population   increase   in  the  State's 
six  Industrial  Sections  and  particularly   in   the  Baltimore 
Industrial  Area.      The  magnitude   of  the  concentration  has 
been  shoTS-n   in   the  interpretation   of  population  statistics 
in  Parts  III   and   IV. 

The  great  influence  of  the  Port  of  Baltimore  on  the  State's  In- 
dustrial development  has  been  indicated  by  the  concentration  of  Manufect- 
uring  adjacent    to  the  Port, 

Maryland' 8  Manufacturing   Industries   collectively  showed  better 
employment   stability  th^n  the  nation's   in  the  1921-1937  period.     Maryland's 
anployment  varied  within  narrovrer  limits   in  the  1921-1929   period,    receded 
less  in  the  1929-1937  period  and    in  the  recovery  phase  of  this  period  es- 
tablished a  peak  above  thf'.t   of  1929  while  n^ationsl  employme'-it  failed  to 
reach   its   1929  peak. 

Interpret^itions  of  employment  statistics  relating  to   Intra-State 
shifts   in   importance,    Inter-State  change   in  Importance,    Employment  Trends 
i'^  Selected  M&nufacturing   Industries  and  Departures  of  these   trends   from 
national  trends  have  bee"  presented   in  Ports  III  and   IV,      It   is  imnossible 
in  this  brief  foreword  to  comment  on  these  other  than  to  sa^   that  collective- 
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ly  they   give   evidence  that   good  diversity   in  the  State's  manufactures  has 
contributed   to   the   compensation   of   e-nployment   losses   in   some  industries  by 
gains   in   others  resulting   in   collectively  increased  employment   in  the 
Stste's  manufacturing  industries. 

T/hen   the  various   interpretations,    presented  in  Parts   III   and 
IV,    are  considered    jointly  they  lead  to  the    gratifying  conclusion  that 
Maryland   has  dem.onstrated   ability  to  meet    crises   in  her   Industrial  De- 
velor>ment    with   the  necessary  reedjustment s   and   to  follow   these  with  rises 
in   her  economic   level.      This   is  a  noteworthy  accomplishment. 

The  materials   thus   far   considered   indicate   that  future  advance- 
ment  v.'ill  depend   principally  o^   f'xrther  e:xpansion  of  Manufacturing.      Re- 
cent developments  at   the   Bethlehem   Steel  and  Ivlartin  Aircraft  plants,    the 
nevi  Eata   Shoe  F'jctory  a^d   other  manufacturing   operations,    indicate  that 
Manufacturing  Ey^ansion  is   continuing. 
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CHAPTER  1 
INTRODUCTION 


It  vould  seem  fitting  to  begin  Part  IV  ?dth  a  reiteration  of  its 
purposes  and  objectives.   It  is  diagnostic,  in  that  it  is  directed  toward 
the  determination  of  the  effects  resulting  from  observed  changes,  and  to 
the  determination  of  causes  contributing  to  them, 

-An  initial  stef  in  the  process  of  diagnosis  is  the  interpreta- 
tion of  the  changes  indicated  by  the  various  statistical  series  of  Part 
III.   In  part  these  interpretations  will  indicate  effects  end  in  part  they 
will  indicate  causes.   In  the  former  case  the  object  of  the  interpretations 
is  to  express  the  indicated  changes  of  population,  occupations,  employment, 
wages,  etc.,  in  terms  of  their  effect  on  the  economic  stability  of  the  State 
or  the  "economic  parts"  of  the  State  —  its  "Economic  Sections".   In  the 
latter  case  the  object  of  the  interpretations  is  to  indicate  the  predomi- 
nant causes  or  influences  responsible  for  the  indicated  change. 

In  Part  III  vie  devoted  considerable  spsoe  to  emphasizing  the  fact 
that  an  observed  change  in  any  statistical  series  was  accepted  only  as  an 
indication  of  change  and  not  hs  evidence  of  change  until  validated  by  meth- 
ods to  be  described  in  Part  IV.  It  follows  therefore  that  interpretations 
of  such  st^tistic-'5l  series  must  be  reg'^.rded  as  indications  of  effects  or 
causes  until  the  statistical  changes  have  been  validated. 

The  interpretations  of  the  vari ms  statistical  series  developed 
in  part  III  sre  discussed  in  Chapters  2  to  4  of  Part  IV.   Chapter  9  of 
Part  IV  will  treat  of  the  methods  of  validating  the  indicated  cheinges. 
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CHA";>TEE  2 

POPUIiTION  .J;Ci  OCCUPATIONAL  CH.;i^GES,  INTRA-STATE  INDUSTRY  SHIFTS 

1870  -  1930 


As  we  exatnine  the  various  statistical  "indications"  of  change  de- 
veloTed  in  Part  III,  we  can,  and  do,  begin  to  "interpret"  these  indicated 
changes.   Such  interpretations  are  in  effect  tentative  conclusions.   Thej' 
are  only  tentative,  indicating  in  socne  cases  the  causes,  and  in  other  cases 
the  effects  of  various  observed  changes.   It  is  a  relatively  simple  matter, 
with  the  material  before  us  relating  to  the  changing  industrial  pattern  of 
the  Predominant  Industries  and  the  Industrial  Sections  of  the  State,  to 
select,  and  concern  ourselves  only  with  such  tentative  "conclusions"  as 
will,  if  later  confirmed,  occasion  a  change  of  predominant  significance  to 
seme  section  or  sections  of  the  State.   Thus,  they  give  direction  to  a 
continuous  diagnostic  study  confined  to  influences  of  iTiportant  sectional 
s  i?nif icance. 

We  can  best  illustrate  this  by  presenting  in  summary  form  some 
of  the  stEtistical  observations  of  change  derived  from  Part  II  and  III, 
and  pointing  out  certain  relevant  "interpretations". 
Por-ulation; 

In  the  sixty  year  period  (1870-1930)  Maryland's  population  dou- 
bled, while  that  of  the  nation  trebled.  During  the  forty  year  period 
(1890-1930)  Maryland's  population  increased  from  1,04?,Z90  to  1,631,526 
an  increase  of  56. 3t.   In  this  same  period,  the  national  population  rose 
from  es, 947, 714,  to  122,775,047,  an  increase  of  95.2-/0.   But  coincidentally, 
with  this  State  increase  in  population,  the  six  Industrial  Sections  of 
Msryl^n'l  rose  from  632,700  to  1,173,300,  an  increase  of  540,600  (85.5%). 
This  increase  in  the  industrial  Sections  amounted  to  92^  of  the  total  oopu- 
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Istion   increase  of  the  State.      The  percentage   increase   in  population   of 

the   Industrial  Sections  was  Q5t5fo  as   contrasted  with  the   State's   increase 

of  56.370.      The   significance   of  this   is   evident.     Maryland's    increase   in 

porul^tion  was   concentrated   in  the   six  Industrial  Sections   of  the  State. 

And   now,    one  more  significant    "interpretation"   of  Maryland's   population 

increase   ;    as  the  State  population   increased  589,136   and   the  population 

of  the   Industrial  Sections   increased  92%  of   this  amount   or  540,600,    the 

population  in  the   area   of  Baltimore  City,   Baltimore,   Anne  Arundel  and 

Prince  George's  counties   increased  477,179;    or   in   other  words,    88;i  of  the 

population  increase  in  the   Industrial  Sections  of  the  State  occurred   in 

the  Urban  section   of  Baltimore  and   the   tvv'o  Rural   Industrial  Sections   1-2 

and    1-3. 

Occunational  Change : 

Reverting  now  to  the  sixty  year  period  (1870-1930)  prior  to  the 

date  of  cur  "Base  Pattern",  let  us  summarize  some  of  the  occupational 

changes  in  the  State  and  in  the  nation: 

Percent  of  Population     Percent  of  Gainfully  Occupied 
Gainfully  Occupied       In  Industry    In  Ap:ri culture 
1670  -  1950  "~        1670  -  1950      1870  -  1950 

United  States  33.5   39.8  47.0   78.6  53.0   21.4 

Maryland  33.1   41.2  68.9   84,2  31.1   12.5 

The  important  changes  in  the  Predominant  Industrial  characteris- 
tics of  Maryland  in  the  entire  period  become  evident. 
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Nov  summarizing  the  occupational  change  in  industry  for  the  same 

period: 

Percent  of  Gainfully  Occupied 

In  Industry         In  Non-Service         In  Service 

Industries  Industries 

1870  -  1950  1870  -  1950  1870  -  1950 

United  States     47.0   78. 6  22.4   51.4  24.6   47.2 

Maryland  68.9   64.2  24.5   54.9  44.4   49.2 

This  tabulation  indicates  the  increasing  importance  of  the  Non- 
Service  or  Productive  Industries  in  Maryland,  or  in  other  words,  it  indi- 
cates thst  the  Industrial  growth  of  the  ttate  has  been  largely  confined  to 
this  latter  group  -  the  Productive  industries. 

I3.  Part  II  Tje  discussed  at  some  length  a  subdivision  of  the  Ser- 
vice Industries  v^hich  we  are  using  in  our  analysis.  This  divides  the  Ser- 
vices into  tro  groups: 

1,  The  Intra-Sectional  Services--those  servicing  ultimate 
corsuraers  of  the  sections  in  which  they  are  located, 

2.  The  Eytra-Sectional  Services — those  servicing  local  In- 
dustries, those  servicing  Industries  lying  in  sections 
other  than  those  in  which  they  are  located,  or  servicing 
other  sections  than  the  ones  in  which  they  are  located. 

As  the  importance  of  occupations  in  the  services  grew  in  the  na- 
tion from  24.6^  to  47.?;;^,  other  statistical  studies  indicated  that  this  growth 
occurred  in  both  of  the  service  classifications  just  mentioned.  ?.'e  developed 
in  Part  II  that  in  1930,  approximately  25-l/3/t  of  the  gainfully  occupied  of 
any  cormrunity  were  in  the  Intra-Sectional  Service  Group.   Obviously,  since 
the  importance  of  the  National  Services  in  1870  was  only  2A,5'fo,    this  Intra- 
Sectional  proup  grew  from  some  figure  less  than  24.6^  in  1870  to  35-1/3^  in 
1930.  There  seem  to  be  adequate  indications  that  Maryland's  Intra-Sectional 
Services  also  <rrev;  in  importance  during  this  same  period.  But  as  the  tabula- 
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tion  shows,    the   importance  of  the  total    s?rvices  of  Msrylend    increased 
little,    changing  only  from  44.4^  in  1870  to  49.3%  in  1930.      Conseouently, 
with  the   importance  of  the   total   services  remaining  relatively  constant, 
and  with   the    Intra-Sectiona 1  Service   importance   increasing,    the   importance 
of  Maryland's  Extra-Sectional  Services  must  have  declined.      It  may  be   said 
incidentally  that   there  seems  to  be   a  historic   explanation  of  the   cause   of 
this.      Accepting   it   for  the  time  bein^  as  an   indication   only,    we   can  now 
set   u^   a   "tentative   conclusion"  relating  to  occupational  change  in  Mary- 
land  from  1370-1930  as   follows: 

An  occupational  increase   in  importance   in  the  Non-Service 

or  Productive   Industries, 

A'^   occupational   increase   in   importance   in  the   Intra-Sec- 
tiona 1  Services. 

An  occupational  decrease   in  importance   in   the  E>tra-Sec- 

tional   Services. 

An  occupational  decrease  in   importance   in  Agriculture. 

The   following  tabulation  gives   qualitative   expression  to 

the  foregoing: 

Occu-petional   ImTjortance  -  Iferyland 

1870  1930 

_i_  -I- 

Productive   Industries    ..    24.5,,  34.9 

Intra-Sectiona 1  Services     Sl.O^    '  33.3 

Extrf\-Sectional  Services 23.4  16.0 

Agriculture 31.1  12.5 

Total  Gainfully  Occupied     .....      100.0  96.7 


(1)  This  v-ilue  is  aporoximj^te.      If   it   is    in   error  the  correct  value 
rould  be  less  thsn  that   shown. 

(2)  The   1930  Census  lists  3.3^^  of  the  total  gainfully  occuoied  under 
the  heading  "Industry  Unspecified". 


'    i    I 
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Intrg-State  Industry  Shifts': 

Under  this   caTjtion,    two  kinds  of  Industry  Shifts"   are  considered: 

1.  Shifts  or   changes   in  "importance"  of  the  Industries   of 
the  State. 

2.  Shifts    in  geographic   location  of  the   Industries   of  the  State. 

In   the   first   case,    the   shifts  or   changes   in  "importance"   of  Mary- 
land's Industries  are  highly  dynamic   in  character;    they  are  forever  chang- 
ing.     Ihis   is   indicated   in  Exhibit   9,    page   25  of  Part   III.      But   in  the  sec- 
ond  case,    which  relates  to  the  geographic   change   in  Maryland's   Industries, 

a  very  different    condition  has  prevailed.      Earlier   in  this  chapter,   under 
the   caption  of   'Topulation  Phanges"   it  has  been   shown   that  the  population 
increase  of  the   State  has  been  concentrated  in  the  six   Industrial  Sections 
of  the  State  as  defined   in  the  I^se  Patt:rn   of  Maryland    (Part  II).      Ihis 
alone  indicates  that   the  Industrial   expansion  of  the   State  was  largely 
confined  vrithin  these  Section  boundaries  and  as  the  various   "Industry 
Studies",    develop  the  plant   locations   of  Maryland's  Predominant   Industries, 
there  is  a  very  definite  confirmation  of  this  phenomenon. 

We  can  now   state  definitely  that,   with  minor  exceptions,  Mary- 
land's  Industrial  growth   for  at   least  a   period   of  forty  years   prior  to  the 
date  of  the  Base  Pattern    (1890-1920)   has  been  confined  to  the  boundaries 
of  the  six  Industrial  Sections  established  in  the  Base  Pattern  of  1930. 
Essentially  the  entire  industrial  growth   of  the  Strite  has  been  confined  to 
the  five  counties  and  three  cities  comprising  the   six  Industrial  Sections. 
That   is  to   say,    there  has  been,    in  the  period  mentioned,   no   "geographic 
shift"  of  Industry  to  areas  lying  without   the  boundaries  of  these  six  sec- 
tions.     But  as  we  shall  see  later  in  Chapter  3,    the   Industry  shifts  within 
the  boundaries  of  the   Industrie  1  Sections  have  been  of  very  appreciable 
m^r'nitude. 
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CHAPTER  3 

POPULATION  /iNIi   OCCUPATIONAL  RATES  OF  CHANGE  IN  THE  UNITED  STATES, 

ivlARYLAND  AM)  THE  INDUSTRIAL  SECTIONS  OF  MARYI/^ND  - 
INTERPRETATIONS,    CAUSES  AND  ECONOMIC   IlffLICATIONS   OF  THESE   CHANGES 

1870   -   1930. 


In  the  sixty  year  period  preceding  the  date  of  the  base  pattern 
(1930),    the  population  of  Maryland  doubled,   while  that   of  the  United 
States  trebled.      The  marked   change   in   occupational  characteristics   of  the 
State  -mhich  occurred   during  the   period  are  shown  on  page  5  of   Chapter  2, 
by  contrasting  the   imiDortance   of  the  several  occupations    in   1870  with   the 
imoortance  of   these  same   occupations   in   1930,    the   year  of   our   Base  Pattern. 

In  this  chapter  (3)  is  developed,  for  each  of  the  six  decades  of 
the  sixtj'-  y^r  period,  first;  the  relat  ionshir)  of  the  population  growth  of 
Maryland  to  that  of  the  nation  and  second;  the  relationship  of  the  popula- 
tion gro^i;h  of  the  several  Industrial  Sections  of  the  State  to  that  of  the 
State  as  a  whole.  The  interpretations  of  these  changing  relat  ionships 
will  then  be  presented  and  the  indicated  causes  of  such  changes  will  be 
defined. 

Exhibits  3  and   4    from  Part   III   are,    for    convenience  reproduced 
PS  Exhibit    1,    on  page  S2  of  this  part.     We  shall  refer  to  the  upper  graphs 
as  the   "trend  frraphs"  and  the  lower  graphs  as  the   "rate   of   change   graphs". 

In  the  first  decade   (1370  -  1880)    the   population  of  Maryland 
increased  'iiO%  while  that    of  the    nation   incressed  30^.      In  the   second  de- 
cade Maryland's  rate  of  increase   in  population  declined  precipitately  to 
an   increase  of  about    12fo  ifhile  the  national  decline  in  rate  w5s  only  from 
30^  in  the    first   decade  to   P"fo  in  the   second  decade. 

A  further  study  of  the   "rate  of  change"  graphs   indicates  another 
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striking  dissimilarity  between  the   decadal  rates  of  population   increase   in 
Maryland   and   in  the  United  States.      In  Maryland,    as  the   population   in- 
creased through   the    last    five  decades,    the  rate   of   increase  in  each   decade 
held  practically  constant,    averaging  about   IS/o,    and  varying  between  the 
narrow  limits   of   13,5^5  as  a  maximum  and    9%  as  a  minimum.      Contrasted  with 
this  the    decadal  rates   of  the  United  States  declined,    with  minor  exceptions 
(the  1900-1910   decade  and   the    1920-1930  decade)    continuously  throughout 
the    last    five   decades,    falling  from  a   population  rate  of   increase   of  26^  in 
the   second    (1880-1890)    decade  to   16/o  in  the    sixth  decade    (1920-1930). 

Both   the   abrupt   change   in  the  Maryland   rate,    occurring  between 
the    first   and  second   decades,    end   the   constancy  of  Maryland's  rate  of 
change  throughout   the  last    five  decades   have  very  iefinite  economic    impli- 
cations  which  are    discussed  in  the  two  paragraphs    iiiimediately  following. 

A  change   of  rate   of  population  growth    in  Maryland  as  abrupt 
and   of  the  magnitude   indicated,   n?mely,    from  20;/J   in  the  first   to  12}i)  in 
the   second  decade,    connotes  a   coincident    change   in  the   economy  of  the 
Stgte^    involving-   coincident    changes   in  such  economic    factors  as  employ- 
ment,  wages  and   other    income,    production  and  operating,  costs  and  £t?;te 
revenues.     This   in  turn  necessitated  material  economic  readjustments   in 
the  State  if  its  economic  stability  was  to  be  maintained,    or   its  decline 
in  economic   st'bility  minimized. 

But  the   fact   that   for  so  long  a    period  as  fifty  years,    subsequent 
to  the   abrupt  decline   in  rate  of  change,    discussed   in  the  preceding  para- 
greph,    and  during  v/hich  the   population  of  the   State  as  well  as  that  of  the 
nation  wos  cc^tinuously  increasing,    the  percentage  i-ate  of  increase   in 
Maryland  was  maintained  practically  constant   v,hiie  that   of  the  nation  v/as 
declininp,    indicates,    in  the  light    of  other    information  available  for  the 
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State   and   nation,    that    economic  readjustments  were  made  which  resulted   in 
an   improvement    in  the  economic   stability  of   the  State*      Knowing  that 
throughout   this   fifty  year  period   the  population   of  the    country,    its  wage 
scsles,    emplojmient  and   income   viere  all    increasing   it   would  be  difficult 
to  explain  v.'hy,    throughout  _so  long  a   time   period,   the  growth  of  population 
in  Maryland  continued  to  be  more  stable  than  that    of  the   nation  unless   its 
economy  was  consistently  nEintained   on  a  more  stable  basis    than  that   of 
the   nation,     "'e  shall   see   in  the    ensuing  chapters,   as  ne  discuss  the   other 
statistical  series   of  Part   III,    whether   the   interpretations   of  these   other 
series  tend   to    co^firl:-l  or   contr'=idict   this    interpretation. 

Now   in   the  last   four   decades    (1390-1930)    of  the   60  year  period 
we  have  been   discussing,    v^e  have  shown  that   the  population  of  Maryland   in- 
creased  from  1,04",3S0   to   1,631,526,    an  increase  of  589,135.      In  the   same 
■oeriod   the   population   increase  of  the    six  Industrial  Sections    (the   three 
cities   and   the    three  Rm'Pl    Industrial  Sections    1-2,    1-3  and  H-5)   was  541,- 
14*1   or   in  other   words  the   pooulation  increase  of  the   six  Industrial  Sections 
of  the  State  represented  about  SSji  of  the  total  population  increase  of  the  State. 

In  the   same  '.vay  7/e  have  related  the  population  trends  and  decadal 
rates   of  change   in  population  of  Maryland  to  those  of  the   United  States,    we 
can  also   relate  these  trends  and  rates   of  change  of  the   Several   Industrial 
Sections   of  Mary'^.-n'-;   to  those  of  the   Stste  as  a   whole. 

In  this  cse  re  shall  confine  our   considerations  to  the  last 
four  decades   (1890-1930)    of  the   sixty  year  period  previously  considered. 
To  avoid    comnlications  cut  to   change   in  City  boundarits  wf;'   have   consoli- 
dated  certein  Industrial  Sections    into  Industrial  Areais  which  m-jy  be  de- 
fined as  follov's: 
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Industria 1  Area    of  Baltimore 

Includes  the  Urban  Sections,    (Baltimore)    and  the   Rur-al   Indus- 
trial Section  1-2    (Baltimore   County). 
Industria 1  Area   1-5 

Includes   the   Rural  Industrial  Section  1-3    (Anne  Arundel  anfi 
Prince  George's   Counties). 
Tfe stern  M?r;/-land  Area 

Includes  the  Urban   Section,    (Cufitierland )   and  the   Rural   Indus- 
trial Section  H-f    (Garrett  and  Allegany   Counties). 

The  characteristics  of  population   "trends"  and   "rates   of    change" 
in  each   of  these   industrial  ereas  related  to   those  of  the   State  are   shown 
in  Exhibits   2,    3  and  4   on  pages   23,    24   and  £f   of  this  part.     Te   comment 
below   on   the    char--cteristic3   of  these  three   industrial   ar-ess: 
Ind'j stria  1  Area    of  Bait  imore 

Because  of  the    large  concentration  of  the   State's  population 
in  this   =.rea,    its   "rate   of  change"   characteristics  are   generally  ver;-,    simi- 
lar to  those  of  the   State.      For  the  40  year  pefiod  the  area's  population 
has  increased  85%  as  compared  with  the  State  increase  of   56%, 

For   the  firi't  three  decades  the   "rate  of  increase"  of   the  area 
was  constantly  slightly  greater  than  that   of  the  State.      In  the  fourth 
decade  the    "rate  of  increase"   fell  sli^tly  below  that   of  the   State. 

The  some,    or  very  nearly  the  same   constancy  of  "'rate  of   increase" 
that  applies  to  the  Statt  ^-ipplies  to   this  area  and  therefore,    tho  same   in- 
terpretations  relating  to  the   economic  stability  of  the  area  rnay  be  ssid 
to  SToly. 
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Industrial  Area   1-5 

In  the  first  and   second   decades  the    "trend"  and   "rate  of   change" 
characteristics   closely  conform  to  those   of   the  State  as  a  whole.      In  the 
third  decade  the    "rate  of   increase"   of  the  area    (18^)    is   materially  above 
that  of  the  State    (14%)  and   that   of  the  nation   {15-/o)    see  Exhibit   3. 

In  the   fourth  decade  the   "rate   of   increase"   of   the   area    is   extreme- 
ly high   {26'%)   as  compared  to  that   of  the   State    (12^)    or  the  nation   (16fo), 
The  abrupt  and  material  change   in  rat?    of  population  increase  occurring 
between  the    second   and  third  decades   connotes  an  abrupt   end   material  change 
in  the  economy  of  the   area . 
Western  M^iryland  Area 

In  the    first    decade  the    area's   "rate  of    increase"    (28%)    was 
greatly  above  that   of  the  St-^te    (14*^)    or  of  the   nation    (£l'/i).      The   area's 
decline    in  "rate   of  increase"  to   7%  in  the   second  decade  was  precipitate   - 
compared  to  the  State's   decline   from  14%  to   9.0%  and  the  nation's  rate 
holding   constant  at   21%,      (It  may  be  stated  in  passing  that  Maryland's 
decline  in  the   second  decade  was   in  large  measure  attributable  to  the 
Baltimore  fire  of  1904.) 

The   third  decade  shows  no  change   in  rate  of  increase  but  the 
fourth  decide  shows  »n   inereese  from  the  7fo  of  the   third  to   13%  for  the 
fourth  decade.      In  this  lest   decade  Mr.ryland's   "rate  of  increase"  was  11% 
and   the   national  I6j'j. 

The  implications   of  .mn.rked  and  continuous   economic    fluctuations 
in  this  area  coincident    to  the  extreme  end    continuous  changes  in  the  rates 
of  population  grov;th  ore   evident. 

We  should  like  ^t   this   point  to   sr^y  thrt   the  wide  v-ri-ance  of 
the   cKi?r«cterl8tiC3  of  population  grov-th  between  the   Sections  rand  between 
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each  Section  and  the   State  as  a  whole   as  well  as  the   continuing  change  of 
these  characteristics   clearly  shows  the    futility  of  an  analysis   of  the 
economy  of  a    state  without  a    "sectional   knowledge"   of  the   state  and  a    con- 
tinuing knowledge  of  the   changes   in  the   sections  as  well  as   in  the   state. 
In  fact  there  csn  be  no  continuing  knowledge  of  the   State  rdthout  a   con- 
tinuing knowledge  of  the   Sections. 

We  may  turn  no^  to  a  consideration  of  the  more  predominant   causes 
responsible  for   the  widely  vsriant    characteristics   of   population  growth  in 
Maryland  and    in  the   Industrial  Sections    of  the   State,      If  vie  consider  first 
the  characteristics   of  population  grov^th  of  the   State  as  a  whole,    as   indi- 
cated by  Exhibit    1  page  22,    we  will  recall  the  tf;0  interpretations   of  these 
data  developed   earlier   in   this    chapter-.      The   first   of  these   interpreted  the 
sharp  decline  in  the  rate  of  Maryland's  population  grov^'th  occurring  between 
the   first  and   second  decades  of  the   60  year  period   considered,   as   indicative 
of  a   coincidental  economic    change   in  the   State.      The   second  was   to   interpret 
the   constancy   of  Maryland's  rate   of  change   in  population  over  a  long  period 
(50  years)    subseouent   to   the  observed  decline  in  rate  as  indicating  that 
the   economic  adjustments   incidentel  to  the   observed  change   in  rate  had  been 
of   such    character  as  to  result    in  the   maintenance   of  a   relatively  high 
plane  of  economic  stability  throughout  the   fifty  year  period. 

Since  the   outbreak  of  the   Civil  Viar  there  have  been  two  historic 
occurrances  7/hich  have  had  a    profound   influence   on  the  political  economy 
of  Maryland.     They  ere  the   Civil  V/ar    itself  and  the  Baltimore  fire   of  1904. 
While  v,e  have  attempted  no  detailed  study  of  the    effects  of  the   Civil  Vmr 
on  the   economy  of  Maryland,    we  have  considered  sufficient  material,    largely 
historic,    but  pertly  statistical,   to  convince  us  not  only  thwt   its  influence 
W8.T  profound  but   slso  that   tha  resultant  economic  reactions   on  Maryland 
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T^ere   so  enduring  as   to  occasion  a   financial  and   industrial   depression   in 
the  State  of   f=:r   greater  severity  than  any  subsequent   ones. 

At  the   outbreak   of  the  v/ar  Maryland   was  definitely  an    industrial 
state.      '      But   her   industrial  occupations   viere  largely   in  v;hat   «e  have 
called  the  Lxtrs-Sectional  Services.      These   included  v^holesale  trade,    fi- 
nance and   transportation,    and  most   of  the   latter  was  water  borne.     Her 
markets   for  these   services   in  pre-war  days   had  been  partly  foreign,    but 
largely  domestic  and  confined  largelj-'  to   the   southern  states.      Throughout 
the  war    (1861-1865)    the   southern  markets  "ere  closed  by  the  Union's  most 
effective  blockade.      Through   the  reconstruction  period  the   purchasing  pov.'er 
of  the   South  ras  definitely  limited  by  her  distressed  financial  position. 
Thus  for  the  decade  preceding  the  sixty  yeer  period  ^e  have  been  considering 
Baltimore's  and    therefore  Ifery  land' s   trade  ?,'ith  the   South  v;as  at   s   standstill. 
But  after  the   recovery   in   the   South  assumed  substantial  proportions  Maryland 
fell  far  short   of  recovering  completely  her  Southern  markets,    for  as  this  re- 
covery of  the  South  progressed,    first  by  the  resumption  of  her  agricultural 
pursuits  an'"]   later  by  her   irfdustrial  development,    she   in  a   large  measure  de- 
veloDed  her  own  services   in  the  Extra-Sectional   gi'Oup--in  trade,    fi'^.ance 
and  transportation. 

A  very  dramatic  presentation  of  the  effects  of  the  Civil  War  on  the 
political  economj'  of  the   "border  state"  of  Maryland  constitutes  the  subject 
matter  of  chapters  5  a^d  6  in  The  Sun  Papers  of  Baltimore."^    '   They  indicate^^' 


(1)  'Ve  have   seen  at  the   end    of  the   lest    chapter,    that    in  1870,    69%  of  the 
i^infully  occupied  of  the  State  were  engaged   in   industrial  occupations. 
In  the   same  year  only  ^.7%  of  the  gainfully  occupied  of  the  nation  were 
engaged  in  industrial  pursuits.  Much   the   same  conditions   prevailed  in  1860, 

(2)  By  'herald  W.    Johnson,    Frank  R,   Kent,    H.   L.  Menken  and   Hamilton  Owens, 
Alfred  A,  Knopf ^  Publ.    1937. 

(3)  Page   131. 
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the   depressed  condition  of  Baltimore  to  have  endured  throughout    "the  fifteen 
years   immediately  following  the   Civil  War"  which  would  bring  us  to   1880,    the 
e-^d  of  the   first    decade  of  our  sixty  year  period. 

It    is  at   least   of   interest   to  note  that   this   date   coincides  with  the 
date   of  the  break   in   our  Population  Rate  of  Change   graph   for  Maryland   shown  in 
Exhitit    1  page   2g,    i^hich   indicates   the   relatively  unstable   growth  of  Maryland's 
io'oul-::.tion  prior  to,    and  the   relatively  stable   growth  subsequent   to  1880. 

If  we  accept    our   second  premise  namely,    that   the   stabilization   of  pop- 
ulation groTi'th   is   indicative   of  economic    stabilization,   we  would  fix  the  length 
of  Maryland's   Civil  Tfer  Depression  at   20  years  and  would  have  fully   justified 
the  name  7.e  have  a-jplied  to   it   and   in   doing  so  have   defined  its   cause. 

At   this  point  vse  refer  to  another   series^    '    of  "trend"  and    "rate 
of  change"   gr-arihs   relating  to;- 

Gainfully  Occupied 
Occupied  in  Industry 
Occupied  in  Agriculture 
Occupied   in  Kon-Service   Industry 
OcGunied  in  Service   Industry 

for  Maryland   and    for  the   United  States   in  the   60  year  period    (1870-1930). 

An  examination  of   these   graphs  vdll   show  how  Maryland's   gainfully 
occunied  "lost  position"    from  the   first    to   the   second   decade  and   how   each  of 
her  occupational  classifications   shoT^ed   a    "loss  of  position"  with  the   single 
exception  of  the  Non-Service  group  which  sho';'ed  a   "gain  of  position"  in  the 
secoH''  decade.      In  this  grou^i  Maryland's  rate  of   increase  war-   greater   in  the 
second   decade  than   in  the  first  while  the  nation's  rate  of   increase  was 
less  than   in  the  first   decade. 

An  examination  of  the  third  decade   tells  a   very  different   story. 
"nie  percent  of  the  population   gainfully  occupied  in  the  State  and  all  of 

(1)     Exhibits  5  to  9,   pp.   26   to  SO  inclusive. 
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the  occupational    classifications  with  one   exception    (this   time  too   the   ex- 
ception  is   the  Non-Services  Group)    show  material  gains   in  position. 

It  will  be   interesting  to   see  nov;  if   our  v-rrious   "rates  of 
change"   chTscteristics   in  the   1900-1910  decade   in  any  way  seem  to  conform 
to  our  historic  kno\F;ledge  of  the  Baltimore  fire  of  1904. 

This   fire   occurred   in  Februarj"   1904.      It    started  on  a   Sunday 
morning  in  i^hat  was  then  knov»n  as   the  wholesale  district,    completely  de- 
vastated an  area  7;hich   can  be  roughly  defined  as  bounded  on  the   \Test  by 
Sharp  Street,    the  north  by  Fayette  Street,   the  south  by  Pratt  Street,   and 
the   east  by  Jones  Falls,      As  the  rriter  recalls    it   the   only  buildings  not 
destroyed   in  this  area  viere  the   Safe  Deposit  and   Trust   Company  building  on 
South  Street,    the   nev:  pover  house  of  the  United  Railways  on  Marsh  Market 
Slip    (their   old  Pratt  Street   poTver  house  at   the   foot   of  Marsh  Market  was 
completely  destroyed)    and  a   nev:    substation   of   the   United   Electric   Light 
and  Power  Company,    located  as  the  \Triter  recalls   it   in  the  block  bounded 
by  Charles,    Fayette,    Hanover  and   Baltimore  Streets. 

Roughly  stated  this  fire  covered   the   entire  financial  district, 
the   greater  part  of  the  Ti'holesale  trade  district  and   a  large  part   of  the 
retail   trade  district.      The   residential  and   manufacturing  areas   were  not 
affected.      The  reconstruction  of  the  burned  area  was   immediately  undertaken 
and  DPomptly  carried  to  comTletion. 

Now  at   that   time   the   Services,    largely  trade  an-     finance  were 
definitely  preponderant.     A  reference  to  Exhibit  8,    page  20,   Part  III,    shows 
that   in  1900  the  importance  of  Maryland's  services  had  reached  an  all  time 
high  of  50.2^  (with  only  26. 9^^  imoort-ince  for  the  Non-Service  group)   and 
these  v/ere  the   industries  most   directly  affected  by  the  fire.      Because  of 
these  facts  one  rould  have  expected  on  unfavorable  reaction  on  the   collec- 
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tive   economy  of  the  State  and  a    conseouent  reaction  on   its  rate   of  popula- 
tion  STOwth.      Hjis  would   seem  to  ha-^e  happened  as  indicated  by  Maryland's 
decline  in  "rate  of  change"   in  population  during  the   1900-1910  decade.     We 
have  previously  referred  to   the   "constancy"   of  Maryland's  rate  of  gro7.'th  in 
population   from  1880-1930,    stating  that   it  averaged  about   \2$  for  the  peri- 
od,   varying  betv-'ee^-i  the  narro\7  limits  of  13^  as  a  maximum  and   9%  as  a  mini- 
mum.    T.&  novT  see  that  this  minimum  occurred  in  what  we  might  term  the  Bal- 
timore Fire  Decade.      V,'e  also   see  that  this  was   tiie_  only  decade  of  the  fifty 
year  period   in  rhich  IVLryland's   rate  of  population  gro7;th   "lost   position" 
Trhen  compared  to   the   national  rate  of  grov;th    (See  Exhibit   1  page  22). 

When  7,e  refer  to  the  rate  of  change  graphs  for  the  gainfully  oc- 
cupied (Exhibit  5,  p6ge  26),  we  see  that  Maryland  "lost  position"  in  this 
decade.  The  rate  of  change  graph  for  the  Service  Industries  shows,  as  re 
would  expect,  a  marked  loss  of  position.  On  the  contrary,  the  non-service 
industries  of  the  State,  again  as  T^e  ?;Ould  expect,  showed  a  marked  gain  in 
position  (Exhibit  8,  page  29),  The  trend  curve  of  this  exhibit  shows  that 
occupations   in  this  group  increased  40%  in  the   decade. 

Now  we  are  not  advocating  fires  as  economic  penaceas,    but  we  can 
not  refrain   from  calling  attention  here  to   the   fact  that  this   decade  marked 
the  beginning  of  a  thirty  year  period    (IjjiOO-1930)    in  which  Maryland's  Non- 
Service  Industries   continued  uninterruptedly  to  gain   imnortence   in  the 
national  pattern.     V/e  have  already  indicated  in  Part   III   that  the  gain 
continued  beyond  the  date  of  the  base  pattern   (iw30)  and   through  the  1929- 
1937  cycle.      The  rate  of  change  graph  for  the  Non-Service   Industries  clear- 
ly Indicetes  this  condition  from  1900-1930  and  Exhibit  12,    page  40,   Part 
III   shows  its  continuance  to  1937. 
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The   "trends"   and    "rates  of   change"   graphs   for  agriculture  are 
extremely  singular   for   the   "fire  decade"  of  1900-1910    (Exhibit   7   page 
P8).      Note   the  large  gain  of  agricultural   occupations    (14^5)   as  compared 
to   a  national  gsin  of   about    Z^k  and   the   resultant   gain   in  position  of 
Maryland's  agricultural   occupations. 

Obviously  a    causal   determination  of  a  change  of  this  magnitude 
will  be   in   order  but   belongs  under   our  Agricultural  Studies.,     The   L.uery 
however,    naturally  arises  at    this  time   if   this   growth   in  agricultural  oc- 
cupations  in  the   1900-1910  decade,   might   not   possibly,    in   large  part,    have 
bee'^  due  to  s   migration   from  Baltimore   to   the  farms  as  a   result   of  the 
Baltimore  fire.      On  the  vrhole,    the  trends   and   rates   of   change  character- 
istics  of  '":opulation,    gainfully  occunied   and  the   various   occuoational 
classifications    for   the  State  would   seam  to   conform  well  f.'ith  what   one 
might  be  led  to   expect   from  a   historic  study  of   the  fire. 

We  may  close  this   chapter  with  a    summary  of   its   interpretations 
and    of  the   indications    it   provides  of   the   predominant  causes  for    "changes" 
of  pronounced  economic   significance  to  the  State  and   to   the  Industrial 
Sections   of   the  State. 

The  State   (Period  1870-1930) 

1.     The  shapT)  decline   in  Maryland's  rate  of  population  growth  from 
the    first  decade   (1870-1880)    to  the  second  decade    (1880-1890) 
as  compared  to  the   small   decline    in  population  grov/th  of  the 
nation  in  the   same  period,    in  the  light    of  known   conditions 
nrevailing  regarding  trends  of  employment,   wages,    other  in- 
come,   etc.,    indicated:- 
a..    A  coincident   change   in   the  State's  economic  pattern < 

involving  chnnf/es  in  Buch   economic   factors  as   employment, 
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wages,    other   income,    state  revenues,    etc. 
b.     A  loss   of   economic   status  of   the   State   in   the 
national  economic  pattern. 
2.      The   constancy  of  rate   of   -oopulstion  grov'th   in  Maryland  for 
the   fire   decades    (18S0-1950)    as  compared  to   the   declining 
rate  of  national  population  growth   in  the   same  period   in- 
dicated that   the   economic   adjustments   incident   to  the  change 
in  the   State's   economic  pattern  had  been  such   as  to:- 

a.  Stabilize  the   economy  of   the   State,    with  inci- 
dental stabilization   (collectively)    of  the   eco- 
nomic  factors  of   emplojanent  ,    wages,    other   income, 
state  revenues,    etc. 

b.  A  gain   in   economic    status   of  the  State   in  the  na- 
tional pattern,    continuing  generally  through  the 
fifty  year  period    (1880-1930). 

3.  The   predominant    causes  of  Iferyland's   sharp  decline    in  rate 
of  population   change   in  the  second   decade  may  be   defined  as: 

a.  The    large  preponderance   of  the   Service   Industries 
T-ith   large   concentration   of  their  markets   in  the 
South. 

b.  The   long  continued  depref;sion   in  these  markets  due, 
in  the  order  named,    to  the  Civil  T*r,    the  Recon- 
struction Period,   the  preemption,    in  a    large  mea- 
sure,   by  the  South  Itself  of  these  markets  as  the 
recovery  of   the  South  progressed. 

4.  The  predominant    oa'oses  of  M^iryland's   indicated  gain   in  eco- 
nomic status  from  1380-19S0,   will  be   indicated,    to  a    consid- 
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ereble  extent   by  the    interpretations   of  the   other   statisti- 
cal series  of  Par   III.      These    interpretations  proTide  the 
subject  matter   of    Chapter  4   of  this  part.      The   final   causal 
determinations   became   a  part   of  the  diagnostics  as   described 
in   Chapters  5  to   8  of  this   part. 

The   Industrial  Areas   (Period  1890-1950) 

1.  The   Baltimore   Industrial   Area; 

Because   of    its  magnitude  the    characteristics  of  population 
rates   of  change   are   very   similar  to  those  of  the   State.      Con- 
sequently the   interpretation  relating  to  the   State   character- 
istic of   improved   economic  stability  applies  also   to   this   area. 
The   indicated   "loss   of   importance"   of  this   area   in  the   State 
pattern   in  the  1920-1930  decade   is  a   reflection  of   the   "gain  of 
importance"    of  the   two  other   industrial   areas  of   the  State. 

2.  The  Industrial  Area   1-3   (Anne  Arundel  and   Prince   George's   Coun- 
ties); 

The  striking  "gain  of   importance"   of  this  area   in  the   State's 
economy  in  the   last    two  decades  of  the  period,    is    in  a   large 
measure  due  to  the   trend  to   suburban  residential  growth   in 
these  two  decades,    plus  the   growth  of  employment    demand   in   the 
two   cities   of  Baltimore  and  Tashington.      On  page   7   of  "Five 
Years   of   State  Planning,"   published  by  the  Maryland   State 
Planning  Commission,   December  1938,    is   shown  a  population  dis- 
tribution map   of  the  counties  of  Maryland.      Note  the   concentra- 
tion of  Anne  Arundel  County's  population  around  Baltimore  and 
Prince  Geor.ce's  County's  population  around  Washington.      The 
high  percentage  of  occupations   in  the  Service   Industries  shown 
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in  the  base  pattern  of  the  Section    (57-/^) reflects  the   large 
emplo^-ment    of  this   industrial  group   in  Washington,    C.    C. 
(82. 0-;^  of  the   gainfully  occupied  of  Washington   fall  under 
the  Service   Industries  classification,    in   the  base  pattern 
of  that   city) . 
3.     Western  Maryland    Industrial  Area    (Garrett  and  Allegany  Coun- 
ties and   Cumberland) ; 

The  "loss  of  importance",    an  extremely  large  one,    occurring 
in  the  second   decade,    and   the  continued  low    importance   in 
the   third  decade  are   largely  attributable  to   the    decline   of 
coal   and  transportation  then  respectively   the   l^tding  pro- 
ductive industry  and  the   leading  Extra-Sectional  Service 
industry  of  the   area.      The   coal   decline  contributed   largely 
to   the   transportation  decline*      The   "gain   of  position"   in 
the   last   decade    (1920-1930)    is  attributable  to  the  growth 
in  manufacturing   industries  of  the  area. 

The  Productive   Industries   of  Maryland    (1880-1930) : 

The   "rates   of   change"  plots   of   the   Non-Service  occupations   show 
this   occupational  classification   in  Maryland  to  have   "gained  position"   in 
the  national  pattern  in  each   of  the  five  decades  except   in  the  1890-1900 
decade.      The  most   nronounced  gain  mas    in   the   1900-1910   decade.      This   gain 
in   inter-state  nosition  as  well  as  the  gain  in   intra-state  importance,    as 
indicated  by  its   "trend"  graph,   point  to  the   important  part  played  by 
this  group   in  the  economic   stability   indicated  as  prevailing  througliout 
this  period. 

In  this  chapter  we  have  first;    observed  changes   in  the  charac- 
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teristics  of  Tonuletion  sroT/th  in  the  State  atiri  in  the  Industrial  Sections 
of  the  State,  second;  observed  (in  the  case  of  the  State)  the  occupational 
changes  coincident  to  the  observed  changes  in  population  growth  character- 
istics, and  third;  indicated  predominant  causes  contributing  to  such  ob- 
served changes,  both  in  the  State  and  in  the  Industrial  Sect  ions » 

The  "causes"  indicated  in  this  chapter  are  general  in  character 
and  in  the  cases  of  the  Civil  V/ar  and  Baltimore  Fire  V7ere  suggested  by  a 
general  historic  kno?'ledge  of  these  events  rather  than  by  any  extensive 
research.   On  the  contrary  the  "causes"  relating  to  the  "changes"  in  the 
Industrial  Sections  v/ere  predicated  on  special  studies  forming  a  part  of 
the  "diagnostic"  methods  described  in  the  subsequent  chapters  of  this 
part. 

The  justification  for  devoting  so  much  space  in  this  chapter  to 
the  Civil  War  and  Baltimore  Fire  is  that  thej^  provided  excellent  illus- 
trations of  hov;  to  indicate  quantitatively,  in  some  measure  at  least, 
their  resultant  effects  on  the  economic  status  and  the  economic  stability 
of  the  State,  as  expressed  in  terras  of  changes  in  population  growth  and 
occupational  changes. 

The  value  of  the  subject  matter  of  this  chapter,  as  we  see  it, 
is  that  it  provides  a  means  of  indicating  population  and  occupational 
changes,  which  if  only  because  of  their  magnitude,  connote  important  eco- 
nomic changes  in  the  communities  involved.   It  also  begins  to  indicate 
the  changing  intra-state  importance  of  the  various  occupational  groups. 
Finally,  it  begins  to  indicate  the  changing  economic  status  of  the  State 
in  the  economic  pattern  of  the  nation  by  showing  the  "gain  or  loss"  "of 
position"  of  these  groups  in  the  national  pattern. 
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EXHIBIT-2 
ECONOMIC   STUDIES    OF    MARYLAND,    PART  JSL 

INDUSTRIAL    AREA    OF   BALTIMORE   (BALTIMORE    &  BALTIMORE   COUNTY) 
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EXHIBIT- 3 

ECONOMIC    STUDIES    OF  MARYLAND,    PART  ISL 

INDUSTRIAL   SECTION  1-3   (ANNE    ARUNDEL  8    PRINCE    GEORGES  COUNTIES) 
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EXHIBIT-4 
ECONOMIC   STUDIES   OF   MARYLAND,   PART  12 

INDUSTRIAL  SECTION  H-5  (GARRETT  a  ALLEGANY  COUNTIES) 
WESTERN    MARYLAND    AREA 
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EXHIBIT- 5 
ECONOMIC     STUDIES     OF  MARYLAND,     PART    12 
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EXHlBIT-6 

ECONOMIC  STUDIES  OF   MARYLAND,  PART  12 
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EXHIBIT-7 

ECONOMIC     STUDIES    OF   MARYLAND,    PART  BZ! 
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EXHIBIT-8 
ECONOMIC    STUDIES   OF  MARYLAND,  PART  W 

OCCUPIED  IN   NON-SERVICE  INDUSTRY 
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EXHIBIT -9 
ECONOMIC    STUDIES    OF    MARYLAND,    PART    W. 
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CHAPTER  4 

FUE1HER   II«I;RPREI'ATI0NS  OF  THE  STATISTICAL  SERIES  PRESENTED   IN 
PART  III   -  TEEIH  UTILITY  IN  THE  DIAGNOSTIC  PROCESSES   -   CONNOTA- 
TIONS WHICH  r-ELATE  TO   THE  ECONOMIC  STilBILITY  OF   THE  STATE  AND 
ITS   INDUSTRIAL  SECTIONS 


In   Chapters   2  and  3   of  this  part  we  have   confined  the   analysis 
to   interpretations   of   statistical    series  relating  to  •nopulation  and   occu- 
pational changes  and   rates   of   change   in   the  Nation,    the  State  and   the  In- 
dustrial areas   of  the  State.      The  t  i-ae  periods  considered  in   these   chapters 
were  the    over-all  period   of   sixty  years    (1870-1930)    immediately  preceding 
the  date   of  our  Base  Pattern   (1930)   and  the   several   decades   (six   in  number) 
which   collectively  constitute  this   over-all  period. 

The   interpretations   discussed   in  this   ch^apter  will  relate  to   all 
of  the   statistical    series   developed   in  Part    III,    except  those   referred  to 
in  the   preceding  paragraph,    which  as   stated,    have  been   discussed  in   Chap- 
ters  2  and  3. 

It    is  not   the  purpose  of  these  articles   to  present   with  any  de- 
gree of  coraoleteness  the   analyses  and   interpretations    of  the    statistical 
materiel  of  Part   III.      Those   analyses  and   interpretations  v;hich  have  been 
presented  in  Chapters  2  and  3  and  those  which  will  be  presented  in  this 
chapter,    have   been   selected  with  the   following  purposes   in  mind.      First; 
to   indicate  to  the  general  reader  a  method  by  which   interpretations  of 
selected  statistical  materials  may  be  utilized  to  give  direction  to  the 
determination  of  the   nunber  and   kind  of  more  precise    studies  requisite  to 
a  continuing  evaluation   of  the  changing  cconomi''  of  the  State  and   its  parts, 
and  a   continuing  evaluation  of  contribut in'^  causes  and  the  resultant   ef- 
fects.    Second;    to  show  the  general  reader  how  a   collective  consideration 
of  the  severe!  statistical  series,    can  be   utilized  as  a   first   step   in  vali- 
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datine-  the    interpretations  derived  from  the   separate  analyses   of   each   of 
the   selected  statistical   series. 

In  this  chapter  the   over-all   time  period   considered  is   from 
1909-1937,    3  period   of  tv.enty-eight   years.      It  ?'ill  be  noted  that  the 
first  tisenty  years  of  this  period   1909-1929  are  prior  to  the   date  of  our 
Base  Pattern   (1930)    and   are   essentially  coincident  v»ith  the   last   tv.?o  de- 
cades  of   the  50  year  period  discussed   in   Chapters  2  and   3.      The  remaining 
eight   years   of   the  period,    on   the  other   hand,   are   essentially  subsequent 
to  the   date  of  our  Base  P-ittern.     As  explained   in  Chapter  5  Part   III, 
this  28  year  period    (1909-1957)   has  been   divided,   for  analytic  purposes, 
into    several  time  periods.      For  the  readers  convenience  however,    ■.'■.e  de- 
fine them  again:- 

Th.e   "Secular"  Period  1909-1929 

The   "Terminal"  Period  1925-1929 

The  "1919-1929"  Cycle  1919-1929 

The   "1929-1937"    Cycle  1929-1937 

As  °n   introduction  to  the  analyses  of  this  chapter,    considera- 
tion is    first   given   to  the  three  "peak  years"   of   1919,    1929  and   1937 
r.hich,   as   indicated  above  define   the   last    two   cycles   of  the   28  year  period 
(1909-1937). 

The  collective   eraplo:'ment   in  the  manufacturing   industries  of 
Maryland  for  each  of  those  years   is   shown  below.      The  trend  of  "peak 
year"  employment   is    shoi"n  by  the  indexes,    1929  being  taken  as  the  base 
yecr. 


1919^ 

1929 

1937 

^''^r.e  Earners 

140342 

131099 

145932 

Index 

107.0 

100.0 

111.3 

(l)     The  Ceneus  Bureau,    following  1919,   reports  only  on  establishments 

having  more  than  |:5,000  product   value  for  the  year.      Previously  they 
had  reported  on  establishments  having  ^500  or  more  product  value. 
This  ch'^nge   influences  the  number  of   establishments  considerably  but 
due  to  the  sm^'ill  employment   in  those  between  ^500  and  ^5000  product 
value,    had   little    influence  on  total  wage  earners  and  wages. 


This  trend  of  "peak  employment",  showing,  as  it  does  a  decline 
from  the  1919  to  the  19P.9  peak  might  be  construed,  in  a  general  way  as  an 
indication  of  an  industrial  decline  during  this  period  which  tends  to  con- 
tradict or  invalidate  one  of  the  interpretations  of  Chapter  3,  namely,  that 
the  constancy  of  decadal  population  increase  from  1880-1950  was  an  indica- 
tion of  industrial  growth  and  employment  stability  during  this  period.  No 
such  conclusion  would  be  justified  however,  for  it  can  be  sho7?n  that  the 
yar  orders  during  the  boom  period  ending  in  1919  much  more  than  account 
for  the  excess  of  employment  of  the  1919  over  the  1929  peak.   While  it  is 
true  that  the  fighting  stopped  in  November ,  1918,  all  war  contracts  could 
not  be  terminated  on  that  date.  As  they  y;ere  later  terminated  Industry  en- 
deavored by  vp.rious  devices,  including  in  some  cases  ruinous  price  cutting, 
to  maintain  production  at  the  v;ar  levels.  Labor  and  management  were  notably 
inefficient,  if  only  because  of  their  unfamiliarity  with  the  production  of 
products  hurriedly  stimulated  by  the  vvar  demands.  These  and  similar  in- 
fluences, directly  or  indirectly  attributable  to  war  conditions  accounted 
for  the  relatively  high  eraplojmient  in  1919. 

Conseauently  if  reasonable  allov.ances  v-ere  made  for  the  purely 
transitory  character  of  the  v.3r  demand  for  products  in  1919,  Maryland's 
manufacturing  industries  vould,  as  v;ill  be  shown,  indicate  a  continuing  up- 
v.'ard  trend  of  employment  in  the  three  peak  years  of  1919,  1929  and  1937,  and 
such  a  condition  at  least  tends  to  confirm  the  "interpretation"  developed  in 
Chapter  3  relating  to  the  industrial  stability  of  the  State.   It  does  so,  at 
least,  for  the  '19- '29  cycle,  v'hich  happens  to  essentially  coincide  7ith  the 
last  decade  (1920-1930)  of  the  50  year  period  from  1880-1930,  the  period  dur- 
ing T;hich  M'erylend's  rate  of  population  change  remained  relatively  constant. 

It  T/ill  be  interesting  to  sr-e,   at  this  point,  how  the  several  in- 
dustries of  the  State  performed  in  the  boom  period  (1915-1919)  preceding  the 
'19-'29  cycle  and  also  hov:  some  of  Maryland's  "War  Industries"  fared  in  post- 
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war   days.      For   this  purpose  ?-e  refer  to  Exhibit   9,    page  25  Part   III,   which 

for   convenience  we   shall   call  the   "Intra-State  Chart"   since   it   is  designed 

to  show   the   Intra-State   importance   of  Maryland   industries. 

The   spectacular   increase   in  employment  and  advance   in   Intra-State 

importance  of   "Other   Iron  and  Steel",    "Chemicals"   and   "Non-ferrous  Metals" 

becomes  an-Darent  as  we  compare  the   1919  and  1909  blocks   shown  on  the  chart. 

The  growth  of   employment   of  these  three  Maryland   Industries   corresponds   to 

the  national  growth  of  the   same   industries  for   the  period  1914-1919    (which 

essentially  coincides  with  the   "boom  period"   of  1915-1919).      It   is   shown 

in  the   following  tsbulation;- 

Percent   Increase   In  Employment 

U.   S.  Md. 

Other  Iron  and  Steel 

Chemical  and  Allied 

Non-ferrous  Metals 

The  Group  collectively 

Selected  Maryland  Industries  collectively 

The  chart  very  clearly  defines  three  "?/ar  Industries"  of  the 
State  and  the  tabulation  above  indicates  that  they  had  their  share  of  the 
7/ar  business. 

Now  if  we  consider  the  post-war  performance  of  these  three  indus- 
tries, we  find  an  interesting  and  significant  phenomena.  V/hile  they  all,  of 
course,  were  subjected  to  post-war  recessions,  none  of  them  remained  at  these 
levels  and  two  of  them  advanced  beyond  their  prewar  positions.   This  is  evi- 
denced by  their  positions  and  magnitude  in  the  1925  block  as  compared  to 
those  of  the  1909  block.  Because  of  this,  ve  can  say  these  industries  defi- 
nitely contributed  to  the  industrial  grov/th  of  the  State  in  the  1920-1950  de- 
cade.  Two  of  them,  the  "Other  Iron  and  Steel"  and  "Chemicals",  behaved  very 
creditably  through  the  terminal  period  (1925-1929)  and  for  "Chemicals"  this 
trend  carried  on  into  the  '29- '37  cycle  (see  Exhibit  14  and  Exhibit  17,  pages 
44  and  50  of  Part  III)  "Other  Iron  and  Steel",  however,  experienced  a  de- 
cline during  the  '29- '37  cycle. 
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In  contrast  to  the  generally  good  behavior  of  these  two  industries 

the  "Non-ferrous  Metals"  Industry  did  not  recover  from  the  post  mar  recession 

in  any  greet  degree.  This  poor  post-war  performance  carried  through  both  the 

terminal,  period  (19S5-192Q)  and  the  '29-'37  cyclical  period.  The  three  prin- 

cit)?.l  sub-classifications  of  the  "Non-ferrous  Metals"  Industry  in  Maryland 

arranged  in  the  order  of  magnitude  of  employment  in  1925  were;  Stamped  and 

Enameled  ?/8re,  Copper,  Tin  and  Sheet  Iron  and  Non-ferrous  Metals  and 

their  Alloys. 

From  1925-1929   employment   changes   in  these   sub-classifications 

Fere  as   follovjs: 

Stamped  and  Enameled  Ware  was  unreported  in  the   Census  of  Manu- 
factures  in  1929.      For  the   1925-19S1  period   its  decline  was   25%. 
Cooper,   Tin  and   Sheet   Iron  declined  17%. 
Non-ferrous  Metals  and  their  Alloys   increased  123^  in  the  1925- 

1931  period  but    shored  a   ZQfj  decline  in  the    '29-' 37   cyclical 

period. 

VTe  have  at   least    indicated  how  two  of  Maryland's   Industries  con- 
tributed to  the   Industrial  growth  of  the  State  by  a   "normal"   eypansion   from 
1921  to  1925  after  passing  through  what  might  be  termed  a  post-war  read- 
justment  process  from  1919  to   1921. 

At   this  point   we  turn   to  a   consideration   of  another  group  of 
'*Stetistical  Series"  presented  in  Part  III  as  shown  graphically  in  Exhibits 
12  »nd   12a,    pa/zes  40  and  41.      These  exhibits  show,    for  the  Manufacturing 
Industries  collectively,    the  trends  of  Employment,   V/ages,  Product  Value 
and  Value  Added  by  Manufacture,    for  Maryland   for  the  United  States  for  the 
period  1921-1937.     The  reader  will  recognize  that   this  period   is   comprised 
of  the  "recovery"  p^trt   of   the    '19- '29  cycle  and  ell  of  the    '29- '37  cycle. 

As  pointed  out   in  Part   III,    these  plots   show  that  Employment, 
"lug^ee  «id  Value  Added  by  M^^nufacture  for  the  Maryland    Industries  did  not 
rise  as  high   in  the-   1929  boom  and  did  not   fall  as   low   in   the  1933  recession 
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lov:,  as  did  those  of  the  national  group.   On  the  other  hand,  in  M-^ryland, 
the  values  of  all  three  rose  in  1937  to  points  higher  than  their  1929 
values.   Contrasted  with  this  the  national  group  showed  lovjer  values  in 
1937  than  in  1929. 

With  thes'  statistical  indic^itions  before  us,  ss  v.ell  es  our 
knowledge  that  the  trend  of  "peak  eaiployment "  for  the  peak  years  1919,  1929 
and  1937  v/as  continuously  up^-^ard,  (assuming  a  correction  of  1919  employment 
due  to  the  "transitory  war  orders"  as  devoloped  earlier  in  this  Chapter)  it 
v?ould  seem  that  the  relatively  high  "Secular  Stability"  for  the  period  1919- 
1937  and  th:  relatively  high  "Cyclical  Stability"  for  both  the  '19- '29  cycle 
and  the  •29-'37  cycle  is  clearly  indicsted  for  B/iPryland's  Manufacturing  In- 
dustries collectively.   But  our  Base  Pattern  has  sho?;n  us  (See  Exhibit  2, 
Page  7,  P'-rt  III)  thr  preuonderant  importance  of  the  Manufacturing  Industries, 
in  the  grou :  of  IE  "Predominant  Industries"  not  only  in  the  State  as  a  whole, 
but  rlso  with  the  exce-ition  of  Section  1-3,  in  e^ch  of  the  Industrial  Sec- 
tions of  the  State. 

Let  us  no?  give  a  rrth^r  particular  consideration  to  the  last  of 
our  time  periods,  the  '29- '37  cycle,  if  only  for  the  rerson  that  it  most  ■ 
closely  approximates  r  period  of  current  events  -rnd  current  influences. 

^c  started  with  -  B'.se  p-ttern  (.-s  of  1930)  7/hich  defined  the  15 
"Pr-:domin'-nt  Industries"  of  Marylr-nd,  of  ;^hich  12  fell  under  the  clcssifica- 
tion  of'M^nuf'-cturing  Industries".  Ue  then  developed  the;  "Intr^ -Sectional 
Ch.'^Tt"  to  shov  hov,  the  Intr^ -State  importance  of  10  of  the  12  Manuf-^cturing 
Industries  of  the  State  v.ts  changing,  both  severally  and  collectively  from 
1909-1937.   In  this  time  period  is,  of  course,  included  the  '29-' 37  cycle 
?.'hich  T.e   ?re  nor  discussing. 

The-  relatively  high  Cyclical  Stability  of  the  Mtmufncturing  In- 
dustries collectively  h«s  been  indicated  for  the  •29-'D7  cycle,  but  it  will 
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be  noted,  the  group  of  10  selected  I"dustries  included  in  the  Intrg-Sectional 
chart  shov,  collectiYely,  a  decline  (of  employment)  from  1929-1937.   This 
evidentlj-  calls  for  an  explanation  which  folldws:- 

Tv-o  of  Maryland's  twelve  Manufacturing  Industries  "Blast  Furnaces 
and  Steel  Rolling  :v'Iills"  and  "Automobile  Factories  and  Repair  Shops'"  y.^ere 
omitted  from  the  chart  for  the  reason  previously  stated,  to  avoid  disclo- 
sure of  data  on  individual  operstions.   One  of  these  Industries,  '"Blast 
Furnaces  and  Steel  Rjlling  Mills''^  was  a  major  factor  in  establishing  the 
high  Cyclical  Stability  of  Maryland  in  the  '29-':>f7  cycle.  Exhibit  16,  page 
48,  Part  III,  shows  a  lesser  depression  drop  and  a  much  higher  recovery  rise 
than  prevailed  in  the  national  Industry.   It  is  unfortunate  that  v;e  can  not 
disclose  the  numbers  employed  in  this  Industry  and  thus  let  it  take  its 
proper  position  in  the  Intra-State  Chart.  T/e  can  assure  the  reader  that  we 
would  find  this  Industry  close  to  the  top  of  the  heap  in  the  1937  block. 
An  "Industry  Study"  has  been  made  of  this  Industry  -"The  Iron  and  Steel 
Industry  of  Mj-;ryl8nd"  -  "Blast  Furnaces  and  Steel  Rolling  Mills"  by  Harry 
A.  Grine  -  Published  by  the  Mr:,ryland  Stwte  Planning  Cummission  in  Nov.  1938, 
end  will  be  discussed  at  some  length  in  Chapter  7.  Ti.e  cyclical  performance 
of  this  Industry  in  part  explains  the  reason  for  a  cyclical  increase  in  em- 
ployment in  the  Nfenufacturing  Imiustries  of  the  State  collectively  during 
the  'r:9-'i'7  cycle  whereas  the  10  selected  Industries  showed  s  cyclical  de- 
cline for  the  same  period* 

There  were  tv/o  other  large  industrial  contributors  to  the  Cyclical 
Stability  of  Maryland  during  the  '29-*37  period.  These  two  Industries  did 
not  show  sufficient  gainfully  occupied  in  1930  to  Justify  their  inclusion  as 
•Tredominant  Industrie?"  in  the  Base  Pattern  of  1930.   It  is  the  intention 
to  rf^construct  the  "Sectional"  pattern  every  ten  years  (On  Census  of  Popu- 
lation Years)  and  the  1940  pattern  v. ill  undoubtedly  include  these  t7;o  new 
"Predominant  Industries".  Their  groi/th  of  employment  from  1929-19S7  has  been 
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extremely  rapid,    so  that    if   to-day  they  were  to  be   included   in   the  1937 
bloc\  of  the   Intro- State  Gtiart   they  would  rate  well  up   in  the  Predominant 
Industries   of  the  State, 

The   Industrial  classifications  under  which  these  two  Industries 
would  fall  are:- 

"Transportation  Equipment"    (Aircraft)    in  the   one  case  and  "Rayon 
and   Other   SjTithetic  Yarns"   or   "Textiles"    in  the  other  case.      They  are 
represented  by  the   Glenn  L.  Martin  Company   in  Section  1-2    (Baltimore  Coun- 
ty)   and  the  Cela^ese  Corporation  at  Cumberland,  Maryland* 

The  three  Industries: 

Blast  Furnaces  and  Steel   Rolling  Mills 
Rayon  and  Other  Synthetic  Yams 
Transportation  Equioment    (Aircraft) 

were  major  contributors  to  the   Cyclical  Stability  of   the  State  in  the 

1929-1937    cycle.- 

Of  the   ten  Selected  Industries,-    four  showed  emplo:,Tnent  gains  from 

1929-1937    (See   Intra-State  Chart),   they  were: 

Food  and  Allied 
Chemical  and  Allied 
Leather  and  Allied 
Paper,   Printing  and  Allied 

The  other   six  showed  employment   losses,    they  were: 

Clothing 

Other   Iron  and   Steel 

Non-Ferrous  Metals 

Lumber  and  Allied 

Textiles 

Clay,    Glass  and  Stone 

None  of  these  losses  eeem  to  be  at  all  alarming  and  some  were  very  slight. 

The  Manufacturing   Industries  of  the  State  which  have  shown  pains 

in  position    in  their  nBtional  ptoutd,    during  the  1929-1937  cycle  are: 

Food   and   Allied 

Blast   Furnaces  end  Steel   Rolling  Mills 

Leather  and  Allied 

Paper,   Printing  and  Allied 

3oth  of  the  newer  Industries,    Transportation  Equipment    (Aircraft)   and   Rayon 
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and  Other  Synthetic   Yarns   also  shovj   gains   in   position   in  their  national  groups. 

Lata   are  not  available  from  the   Census   of  Manufacturers   for  the 
Autobobile   industry  in  Maryland.      The   renBining  eight   of  the  twelve  Manufact- 
uring Industries,    defined   in  the   Base  Pattern   have  either   "broken  Even"  or 
shown  losses   in  iDosition   in  their   national  groups.      If  the  reader  desires  he 
can  refer  to   the  group   of  Exhibits   13  to  24    in  Part   III   in  v^hich  he  will  see 
a   graphical   delineation  of  the  above   conditions   for  the   £everal   Industries 
in  the   employment   graphs  titled   "'29- '37   cycle" • 

It   is  hoped  that   the   last    few  pages  v.'ill  convey  at   least   some    idea 
of  the   methods  used  for   continuously   "indicating"   Industrial   changes  of   sig- 
'^ificance  to  the    economic    stability   of  a   state  and  also  for  the  Industrial 
Sections   of  the  State,      It   will  be  apparent,    we  presume,    in  v.'hat  manner  the 
observance  of  these   Industrial   changes   gives  direction  to   the   nUfflber  and   kind 
of   studies   recuisite  to   cause  and   effect   determinations   for  these   observations 
define  those   Industries  which   are  undergoing  marked  change.      That  these   ob- 
servations  and    interpretations  are,    therefore,    preparatory   to  the   "diagnostics" 
to  be  described   in  the   later  chapters  of  this  part,    would  seem  evident. 

Still  concerning  ourselves  with   the   '29-'37    cycle,    knowing  the  pre- 
ponderant  influence  of  the  Manufacturing  Industries  of  the  State,   with  sta- 
tistical   indications   of  the   Cyclical  Stability  of  this  group  of  Maryland   In- 
dustries  in   the    '29-'37   cycle,    (Exhibits   12  and   12a),   and  with   statistical 
indications  of  the  degree   in  which  the  several  Manufacturing  Industries  con- 
tributed to  the  Cyclicel  Stability  of  the  group  as  a  whole,    we  can  now  give 
consideration  to   the  income  trends   in  Maryland   as  shovra   in  Exhibit    30,    page 
8?.,  Part  III.     As   stated   in  Part  III,    these   income  trends  of  M'rylpnd,   when 
relf^ted  to  those  of  the   nation  ere  themselves  an  indication  of  the  Cyclical 
Stability   of  the  State  in  the    '29-'37    cycle. 

The  points  v/e  'wish  to  make  now  are;    first   that  the  Cyclical  Stabili- 
ty of  the  Manufacturing  Industries  of  Maryland,    as  indicated  by  Exhibits  12 
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and.   12a,   Part   III,    tend   to  confirm  the  Cyclical  Stability   indicated  by  the 
income  graphs    (Exhibit   30,   Part   III;   and   second  that   our  knowledge  of   the 
extent   to  which   the  several  Industries   of  the   State  contributed  to  the 
Cyclical  Stability  of  the  group,   begins  to   explain  the  indications  of 
Maryland's  relatively  hish  stability  in  the   '29-'37  cycle. 

^e   can  nov  revert  to   a   consideration   of  the  over-all  time  period  of 
1909-1957.      Thus  far  our  consideration,    in  this   chapter,   of  this  period 
has  had  to  do  with;    first,    the   changes  in  Intra-State  importance  of  Mary- 
land's Industries  and  second,    with  the  gain  or  loss  of  position  of  the  several 
Industries  af  the  State   in  their  respective  national  groups.      If  however, 
the   statistical  analyses  of  this  chapter  are  to  be  directional  to  our  diag- 
nostics,   it  will  not   be  sufficient  to  knov,  that   a  Maryland   Industry  has 
gained  or  lost  position  in  its  national  group*      It   is  necessary,    if  we  are 
to   explain  the   causes  of  gains  or   losses  of  Maryland's   Industries,    that  we 
have  -3   knowledge  of  the   concomitant  gains  or  losses  of  that  Industry  in 
other  part.?  of  the  country* 

Now  the  "National  Distribution"  maps  of  Part  II  define,    for  each 
of  Maryland's  Predominant   Industries,   the  "potentially  competitive  areas 
"throughout  the   nation.     It  then  becomes  necessary  to  continuously  observe, 
for  each  Predominant  Industry  the   "changing  importance"   of  every  "po- 

tentially competitive  area"  as  defined  by  the  "National  Listribution"  maps. 
The  method  of  doing  this  is  illustrated  by  Exhibits  10  and  11,  pages  27  and 
29   in  Pert  III. 

These   two  charts  have  been  called  the   "Inter-State  Charts"  to 
distinouish  them  from  the  "Intre-State  Charts"  previously  discussed.      They 
relate  only  to   the  "Clothini?'  Industry". 

We  have  now  discussed,   and  to  some  extent    interpreted,    in  Chapters 
2,    S  and  4,  all  of  the  various  statistical    series  presented   in  Part   III, 
with   one  exception,   namely,    the  "Sectional   Criteria"  which   were  presented   in 
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Chapter  5  of  Part  ill  and  illustrated  by  Exhibits  28  and  29,  appearing  in 
the   same   chspt  er . 

Fith  iTiinor   exceptions   such  as,   the  population  trends  and   rates   of 
population  change   in  the  Industrial  areas,   i??e  have  given  little  considera- 
tion  in  the  three  chapters   just  mentioned  to  the  Sectional  Imp_l_icstions  of 
various  changes  in  population  grw/th,    occupations,    Industrial    importance 
and  trends   of  emploj'ment,    wages,    etc.,    of  the  various   Industries   severally 
and   collectively.      Yfe  have,   up   to  this  point ^    concerned  ourselves  with 
statistical  series  relating  to   the  State  as  a   whole.      In  the   later   chapters 
of  this  part  we  shall  devote  more   space  to   the   sectional   significance   of 
the  various  changes  we  have  been  discussing  and  for  this  reason  defer,    for 
consideration   in  a    later  chcpter  the   subject   of  "Sectional  Criteria". 

?'ith  the   exception  noted  in  the  preceding  paragraph,    it  is  be- 
lieved that  the   subject  matter   of  this   chapter  at   least   indicates  the  man- 
ner  in  which  the  statistical  material  of  Part    III  may  be  utilized  to   indi- 
cate continuously  imrjortant    changes  of   economic  significance  to  the  State 
and  to  the   Industrial  Sections    of  the   State.      This  was   one  of  the  purposes 
of  the   Chapter.      In  defining  the  second  purpose  of  the  chapter  it  was 
stated  or   at    least    imyjlied,    that  a  collective  consideration  of  the   several 
statistical  series  can  be  utilized  as  a    first  step  in  validating  the  separate 
interpretations  of  the  several   series. 

In  this  connection  we   submit   the   following: 

In  Chapter  3,  we  construed  the  constancy  of  the  decadal  rate  of 
population  increase  in  Maryland  from  1880-1930,  to  indicate  for  the  State 
8  relatively  hi^h  plane  of  economic  stability  throughout  the  period. 

In  Chapter  4,    r/e  confined  ourselves  to  the  consideration  of  vari- 
ous time  periods  which    collectively  covered  a   long  time  or  secular  period 
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of  2S  years.      Various  interpretations   of  Chapter  4   arc   indicative  of  the 
sustained   Inr'ustrial   gravth  or  Secular  Stability  throughout   this  period. 
Tliis  therefore,    tends  to   confirm  for  the   last   tv;o  decades  of   the  1880-1930 
period  the   interpret-^t  ion  of  Chapter  3.      The   "Cyclical  Stability"   of  the 
State   in  the    several   cycles   occurring   from  1909-1929,    (in   effect   the  last 
tv;o  decades   of  the  18V0-1930  period)   seems  to  be   clearly  indicated  by  the 
analyses   of  Chapter  4.      The   stability  of  Maryland    in  the    '29-'37   cycle 
even  thoufli   it    is    in  the   decade  subsecuent   to  the   sixty  year  period  con- 
sidered  in  Chapter  3,    has  a  vei-y   definite  relationship  to  the  stability 
of  th*^   prec'^ding   cycle   of    '19-'2'9.     A  study  of   the   secular  and  cyclical 
characteristics  of  the   two   cycles  as   shOKn  by  Exhibits   12   and   12a   of  Part 
III    indicates   this. 

Maryland's  less  precipitous  rise  from  1921-1929,    in  the   first 
c^'cle,    unouestionatly  contributed  to  hsr  less  precipitous  decline  from 
1929-1933   in  the    last    cycle,      ijid   finally  the   Income   trends   of  Ifcryland 
in  the   last  .cycle   in  some  measure  tend  to  confirm  the  stability   indicated 
by  th:    trends   of  employment,    wages,    etc.,    showTi   in  Exhibits   12   and   12a   of 
Part  III, 

■"^e  are   not    trying   to  prove   in  these  few   concluding  paragraphs   of 
this  chapter  that   the  economic  stability  of  Maryland  has  been  relatively 
high.     As  ^  proof  such  data  would  be  entirely  inadequate.      We  are  merely 
indicating  in  outline  thct   none  of  the    "interpretations"   in  this  Chapter 
in  anyway   contradict,   but   on  the  contrary  all  tend   to  confirm  one  another 
as  7-frll  as  the    interpretations  of  Chapter  3, 

Though  not  acceptable   as  proof  of  stability,    it   may  be  said   that 
rany  I'lCk  of  concordenco  of  the  interpretations  v/ould  have  positively  in- 
dicated cither  th'--;  fallRcy  of  our  reasoning  or  the   invalidity  of  our   sts- 
tisticF.      Hence  the  collective  consideration  of  all   interpretations  has  t. 
definite  f s  well  as  n  useful  purposo. 
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CHAPTER  5 


DET2E!£[NATI0N -OF  CAUSES  AND  EFFECTS   OF 
OBSER\^ED   CEANGEE   IN  THE  li^iLUSTRIAL  PATTERN 


The  three  ■oreceding  chapters   of  Part   IV  have  been  entirely  de- 
voted to    interpretations   of   statistical  materiel,   which  seem  to  definite- 
ly indicate,    for  the  State  and  all  of  its   "Industrial  Economic  Sections", 
excet)t   possibly  Section  H-5,    a  relatively  high   stability. 

From  a   "Secular"   or  long  time  view-point   it   is   indicated  that 
Maryland's   Industrial  importance   in   the   nation  has  consistently  increased 
since   the   1880-1390   decade.      Consecuently  this  growth    of  Industrial   im- 
portance has  extended   over  a   period  of  from  50   to   60  years. 

From  a   cj'clical  view-point,    the   last   two   "Cycles",    the    '19-'29 
and   the   '29- •3'?   cycles   have  been  considered  and  her  relatively  high   "Cyc- 
lical"  stability  has  been   indicated  by  her  relatively  small   "Cyclical 
Swings"   in  Emploj'ment,   Wages  and  Value  A.dded  by  Manufacture. 

The   statistical  material   indicated  that  Maryland's  growth   in   In- 
dustrial  importance  was   almost   entirely  in  the  growth   of  her   "Productive 
Industries"  and  her   "Intm-Eectional  Services".      This  was   accompanied  by  a 
decline   of   imr)crtance  of  her  "Extra-Sect  ion^l  Services".      The  preponderant 
imnortance  of  her  "Jfenufacturing  Industries"  and  the  minor   importance  of 
the  "rrtr^ctive   Industries"   in  the  "Productive  Industries"   is  also   indicated. 

This  brings  us  to  s  point   in  our  studies  where  it    is  necessary 
to  depart   from  methods  of  interpreting  the  statistical  material  presented 
in  Part  III  and  to  turn  to   tht  procedures  used  in  ex  rlaining  the  ch?:inges 
of   economic  significance  which   these   interpretations  have   indicated. 
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The   interpretations  of  the   Intra-State   Chart    (Exhibit   9  page  25, 
Part   III)    indicate   (for  the  period  subsecuent    to  1909)    the  growth  or   de- 
cline  of   the  several  Predoniinant  Manufacturing  Industries  as  7i/ell   as   their 
"cyclical"  characteristics   in  the    ''19-'29   and    '29-'37   cycles.      They  thus 
indicate  those   Industries  which  contributed    (positively  or  negatively)    to_ 
the  relatively  high  ecommic   stability  indicated   for  the  State.      Obviously 
it    is   to  these  Industries,    those  v/hich  are  showing   gains  or  losses   in  com- 
petitive position,   we  must   look   if  we  seek  to   explain   changes   in  the  eco- 
nomic  stability  of  the   industrial  Sections  and   of  the   State  as   influenced 
by  these   changes.      The  studies   of  these  Selected  Industries  have  been 
called  Industry  Studies. 

While   the   statistical  material   Indicated  a   relatively  high   eco- 
nomic  stability  of  the    Industrial   Sections   and  of  the  State,    it   also   in- 
dicated departures,    in  some  Industries,   of  such  magnitude  as  to    suggest   a 
gain  or  loss   in  competitive  position  and  the   need  of   Industry  Studies   of 
these  Industries. 

7/e  shall  proceed  now   to  describe   in   outline   the  procedures  used 
in  these  Industry  Studies. 
Industry  Studies: 

Vl/hile   in  the    Industry  Studies,    certain   statistical  material,    other 
than    that   presented   in  Part   III,    will  be  used,    the    studies,   as  will   be   seen, 
are  definitely  not   statistical   in  character  for  the  reason  that   the  ex- 
plan^t  ion  of  chanpes  and   causal  determinations  are  not   derived  from  statis- 
tical  interpretations.     Hence  our  previous   statement  that    it  was  necessary 
to  depart   from  methods  based  solely  on  statistical  interpretations. 

First;     For  the  pvirpose  of  our  Survey,    the.  Industry  Studies  ere 
confined   to  Industrlf-s  of  Predominant    importance     to  the  industrial  Eco- 
nomic Sections  of  the  State,    the  Predominant  i^roductive  Industries  and  the 
Extra-Sectional  Services. 


-  45  - 

Second:   For  the  purpose  of  our  Survey,  only  those  Industries  are 
subjected  to  Industry  Studies,  v'hich  have  shown  a  gain  or  loss  in  Inter- 
state posit  ion  or  importence  and  consecuent  gain  or  loss  of  Intra-State 
position  or  importance. 

Third:   Industry  Studies  might  more  properly  have  been  called 
Product  Studies,  for  in  every  case  an  Industry  Study  is  focused  on  the 
study  of  its  Predominant  Products; 

Rather  obviously  therefore,  ?-e,  in  our  Industry  Studies  are  postu- 
lating the  changing  stability  of  ari  Industry  to  depend  on  the  changing  sta- 
bility of  d erne nd  for  its  Predominant  Products. 
Studies  of  Predorrdnant  Products: 

The  changing  demand  for  any  product  can  be  postulated  to  depend 
on  two  things: - 

First,  the  changing  stability  of  the  markets  to  which  it  moves 
(called  Market  Stability). 

Second,  the  "changing  competitive  position"  of  the  nroduct  in 
the  grouT  of  corapetine  products  which  it  meets  in  the  markets  to  which  it 
moves  (cslled  Competitive  Groun  Stability). 

Naturally,  therefore,  granting  the  soundness  of  the  postulates,  an 
Industry  Study  must  determine,  for  the  local  Industry  under  consideration: 

1.  The  Predominant  Products. 

2.  The  Predominant  Markets  for  the  Several  Predominant  Products. 

3.  The  Predominant  competing  products  which  collectively  make  up 
the  "Competitive  Group"  of  products,  for  each  of  the  "Predomi- 
nant Markets"  (item  2  above)  to  which  the  "Predominant  Pro- 
duct" moves. 

In  any  "Competitive  Group"  of  products  the  changing  "Competitive 

Position"  of  the  various  products  in  the  group  may  be  said  to  depend  on 

their  relative  chf.nges  in  "unit  price"  and  their  relative  changes  in 

"nuelity".   If  for  any  product  we  have  some  reliable  standard  for  measuring 

ruality  we  can  reduce  the  above  to  this  statement: 
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The  changing  competitive  position   of   products    in  any  group  of 
GompetitiTe  products    is   dependent    on  the  relative  change   in 
price  per  unit    of  cuality   of  the  various    products   constituting 
the   "group". 

Therefore  any  "Industry  Study"  must,    in  addition  to   determining 
the  three   items   enumerated,   also  determine: 

4.  The   unit    prices   of  the  Predominant   Products  and   the   Com- 
peting Products. 

5.  The  standards  of    ouslity  of  the  Predominant   Products  anfi 
the    Cumpeting  Products. 

In  regprd  to  this   last   item,    standard  of  quality,    it  may  be   said 
that   the    "ultimate   consumer"   has  at   best,   a   very  sketchy  and   incomplete 
idea   of    ouality   standards.      On   the   other  hand    in  essentially  all  indus- 
tries,   the  trade  or  the    technologist   has   established  T;hat  are  usually  very 
definite   standards  of     quality,  for  the  raw,    processed  or  semi -processed  ma- 
terials   entering    into  the   fabrication  of   their   products.      One    of   the   pur- 
poses  of  the   Technical  Studies,    which  form  part   of  this  survey  rind  which 
will  be   described  later   in  this   chapter,    is   to  show  these   standards  as 
developed  by  the    trade  and   the  technologist.      In  the   writer's   experience, 
extending  over  some  treaty  years,    he    has   encountered   little   difficulty   in 
securing,    either  from  the    tr'^de  or  the  technologist,    adequate   standards 
of  ouality. 

Now  since  7,e  have  predicated   the  ctianging   stjibility  of  an  Indus- 
try to  denend   on   the  stability  of  demand  for    it?;  Predominant  Products, 
7/hich   in  tu'yn  depends   in  nart   on  the    changing  "Competitive  Group  Stability" 
of  these  products,   V'hich  r^r-'in    in  turn  depends  on  the  relative  change  in 
nrice  per  unit   of   ouality  of  the  various  products   in  the  Several   Competitive 
Groups,    it  would  seem  timely  to  consider  at  this   point   the  influences  which 
cause  changes  in  unit  price  and   change;?-    jn    r,uaiit;y,   and  also  to  consider  the 
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manner   in  Fhich  these    influences  react   on  unit   price  and    on   ruality. 

T'e  have   stated  that   our   Industry  Study  must  detennine  the  Pre- 
dominant Markets  for  the    several  Predominant   Products.      These  market   de- 
terminations  are    of  several   kinds.      They  must    first   determine  the   geog- 
ranhic   location  of  the  various  markets,    or  in   other  v;ords   indicate  the 
outlying  Sections   tOFhich  the  Predominant   Products  move.      This   indicates 
the   transportation   involved   in  bringing  a   product   to   its  various  markets. 
Second,    these  market  determinations   must   show  the  kind   of  market  by  indi- 
cating iS'hether   the   "consumer"   is  an  Industry,    in  vjhieh  case  the   particular 
market    is  called   an   "Industry  Market"  and    (the  particular   Industry  consum- 
ing the   product   is   specified)or  an   ultijjBte  consumer,    in  which   case   the 
kind   of  market   is  specified  as  a   "Consumer  Market".   This   indicates  rhether 
the   "Ivlarket   Stability"   is   dependent    on  the   Stability  of  an  Industry,    as   in 
the   former,    or   on  the  Stability  of  a  Section,   as    in  the   latter  case. 

Turning  no?/   to   consideration   of   the   influences  causing  changes 
in  unit   price  and  quality  and   to  the   manner   in  which  those   influences  re- 
act  on  unit   price  and  Quality,    the  first    step   is   to   divide  the  unit   cost 
at   the   market    into  these   components: 

1.  Production   Costs    (at  Plant). 

2.  Transportation   Costs. 

3.  Distribution  Cost. 

This  must   be  done  for  e<'3ch  of  the   products   in  a    competing  group,    when   it 
is  being  analyzed  for  explanations  of  the  gain  or  loss  of  competitive 
position  of  the   several  products  of  the  groups^      . 

The  next  step   is   to  "break  down"  the  Production  Costs    (item  1) 
into  cuch  components  as: 


(1)     T'hfc'.'f;  "unit   costs"  determinations  ere  rnsde  in  the  Technical  Studies 
ns  described   later  in  this  chapter. 
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1.  Direct  labor. 

2.  Indirect   labor. 
?.      Direct  materials. 

4.  Indirect  materials. 

5.  Maintenance 
a-Labor 
b-Materials 

Other  classifications  oi"  cost  are  frequently  considered,  such 
as  "cost  of  purchased  tower",  "cost  of  fuel"  wl'en,  in  the  production  of 
the  rroduct   under   consideration,    such  cost   items   assume    importance. 

In  the    case  of   nroducts,    T?;hose  marketing  Involves  high  distri- 
bution costs  a   "breal-c  do-.Ti"  of   such   costs   similar  to  the  break   down  of 
production  costs   is   established. 

Ihe  -ourpose  of  such   cost  break  dovms   is  to   establish  the  rela- 
tive magnitude  of  the   several  cost    items    in  the  various   products   consi- 
dered.     Nov;  not   onlj'  does   the  same  cost    item   (such  as   labor)    vary  ^widely 
in  magnitude  in  different   products    (labor  costs   of  Maryland  coal  are   about 
65^  of  total  costs  at   plant,    v^hile   labor  costs  of  Maryland  fertilizers  are 
only  about    &,d%  of   totsl  cost)    but    so  also   is  there  a  wide  variation   in 
relative   imnort--'nce   of  the  various   items   in  the   same  product  which  may  be 
occasioned  by  a    great  variety   of   conditions  such  as   different   processes 
for  producing'  the  same   pi-oduct,   different  kino's  of  raw  materials,    different 
plant  locations  T?ith  respect  to  their  markets  and  raw  material  sources  and 
differen-*;  labor  rates   in  different    localities.      These   conditions  or  as  we 
shall  call  them  "Influences",   are  continually  chsnging-  in  degree,   resulting 
in  ?fidely  voriant   changes  in  the  unit   costs  of  vr:Tious    -roducts  constitut- 
ing a   "Competitive  Group  of  Products"  which  in  turn  cauee   changes   in  com- 
petive  nosition  or  relative  i.n---ortance  of  the  various  nroducts  of  the  group. 

Thirj  brings  us   to  tht  subject  of  methods  of  continuously  observ- 
ing the  changes  in  the  predominant  influences,    and   evaluating   the   changing 
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effects  of  these  influences  on  the  unit  price  of  the  products,  end  since 
our  ultimate  objective  is  the  determination  of  changes  in  the  quality  as 
V7ell  as  price,  ne  must  include  in  any  study  these  predominant  influences 
Tihich  effect  quellty  as  ?jell  as  those  which  affect  price,  and  we  must  be 
able  to  evaluate  the  changing  effect  of  such  influences  on  the  auality  of 
the   products. 

For  much   the    same  reason  that  the    important  productive   Industries 
of  Msrylend  neve  been  classified  under  several  groups   (the  fifteen   "Pre- 
dominant   Industries''   of  the   State},    the   "Influences"   affecting   price  and 
quality  have  been  subdivided  under  the  five  catagories  shov.-n  below; 

Industrial  Influences 
Corporate   Influences 
Technical   Influences 
Political  Influences 
Physical  Influences 

For  the   purpose   of  continuously  observing  and   evaluating  the 
effects   of  changes  in   the    five  Predcminant    Influences,    four  types  of  stu- 
dies hrve  been   adopted; 

Industry  Studies 
Corporate  Studies 
Technical  Studi&s 
Political  Studies 

The  Physical  Influences  ere  considered  in  the   Industry  Studies, 
since  they  rel' tc  almost  entirely  to  rar  inaterials   and   the  consideration 
of  ra-.  m<=teri^ls   falls  under  the   Indus-try  Study.     By  Physical  Influences 
^re  meant  such  changes  as  the  thinning  out  of  a   coal   seam,    the  changing 
quality  of  -n  ore,    or  any  physic'l  change  v.'hich  affects  the   nuality  of  a 
rar;  ra'-teri"!  or  its   extraction  or  recovery   costs. 

It  h.'>s  seemed  necessary  first  to  describe  at  consldereble   length 
in  this  chapter   some  of  the  methods  used  in  an   "Industry  Study"  and  to  ex- 
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plain  at  some  length  the  reasons  for  using  these  methods,  and  then,  be- 
fore completing  s  description  of  the  "Industry  Study"  to  digress  to  the 
subjects  of  the  five  Influences  and  the  four  types  of  studies  relating 
to  them.  The  reasons  for  this  seemingly  involved  presentation  follow: 

Our  purpose  in  only  describing  some  of  the  methods  used  in  the 
"Industry  Studies"  was  to  show  that  the  study  must  among  other  things 
develop  or  determine  for  the  Industry  under  consideration: 

Its  Predominant  Products. 

Their  Predominant  Markets  (hy   kind  and  geographic  location). 

The  Competing  Products  in  the  Several  Markets. 

The  reason  given  for  the  adoption  of  this  procedure  or  the  use 
of  these  methods  was  that  the  stability  of  the  Industry  was  postulated  to 
defend  on  the  stebility  of  demand  for  its  Predominant  Products,  which  in 
turn  was  -Dostulr.ted  to  depend  in  part  on  the  stability  of  the  Predominant 
Markets  and  in  part  o-^  the  changing  competitive  position  of  the  Predom- 
inant Products  in  its  group  of  Competitive  Products.   Consequently  a  de- 
termination of  the  Predominant  Products,  the  Predominant  Markets  and  the 
Competing  Products  was  essential. 

'^e  slso  introduced  another  postulate,  that: 

The  chr-nging  competitive  position  of  the  products  in  a 
group  of  competitivi;  products  wss  dependent  on  the  rela- 
tive change  in  price  per  unit  of  quality  of  the  various 
products  constituting  the  group* 
This  postulate  mf.de  it  necessary  th- 1  the  methods  of  the  In- 
dustry Study  define: 

The  unit  prices  of  the  Predominant  Products  and  the 
Competing  Products. 

The  St'-ndrr'ts  of  quality  of  the  Predominant  Products 
^nd  the  Competing  Products. 
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It  seemed  timely  then  to  digress  from  the   subject  of   "Industry 
Studies"  and   in  order  to  maintain  a   thought   secuence,    to   consider  the  "In- 
fluences"  affecting  the  price  and    .^uality  of  the  products.      This  we  pro- 
ceded  to  do  and  after  indicating  the  market  stability    (one   of  the  factors 

on  which  depends  the    stability  of  demand   for  a  product)   was  dependent 

(1) 
either  on  the  stability  of  an   Industry  or   a  Section.  "\'e   then  reverted 

to  the   subject   of  the  influences  effecting  price  and  ouality,    defined  the 
five   classifications  into  v/hich  7?e  divide  the  Influences  and  showed  the 
four  tj'pes   of  studies   relating  to   them. 

We  believe  we  have   clearly  indicated  that   our  method   of  evaluat- 
ing the   effects   of  the   "Influences"   on  the   Industries   is  to   evaluate  the 
effects  of  the  changing   Influences  on  the  unit  price  and  the  ouality  of 
both  the  Predominant  Products  and  the  Competitive  Products.     Now  all  of 
the  five  Influe'-ces   can  and   do  react   on  both  price  and   quality  of  products 
but   the  manner  and  extent   of  the  effect   of  some  particular  change  in  in- 
fluence on  the  price  and  cuelity  of  the  different  products  affected  is 
viidely  variant.      Ihus  a  change  in  tariff  on  imported   iron  ores  might  have 
a  pronounced  effect  on  the  costs  of  the  Predominant  Products  of  the  Steel 
Industry  in  Maryland  7hich  operates  almost   entirely  on   imported  ores  and 
no  effect  on   the  costs   of  competing  products   produced   in  other   steel 
centers  operating  on  domestic   ores.      Or  a  legislative  enactment  affecting 
labor  rates  and  hours  will  effect   coal  costs  to  a  much  greater  extent  than 
fertilizer  costs. " 

Ul It   is   im^ort^nt   to  rocognize  st  this  point   that  stability  of  either 
the   Industry  or  the  Section  may  be  expressed  in  terms  of  product   sta- 
bility.    This  question   of  Itorket   Stability  will  be  discussed  later. 

(2)     In  Maryland,    65?5  of  the  coal  costs  are  in  labor  while   only  6.3^>  of 
fertilizer  costs  are  in  labor. 
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For   this  reason   it    is  necessary  to  kno\'i'  the   proportion  of  total 
cost  accounted  for  by  various  cost    components   of  our  unit   total   costs   if 
we  are  to   evaluate  the  different   extent   or  roagnitude  of  the   effects  on 
various  products   occasioned  by  some  particular  change   in   Influence-      Be- 
C'^use  of  this   the   cost    "break  downs"   described  are  an   essential  part   of 
the   Industry  Studies. 

7:e  have  already  stated  that,    among  other   things,    an  "Industry 
Study"  after  defining  the  Predominant  Products  of  the  Industry,   must  de- 
fine the  geographic  locations  of  the  Predominant  Markets  for  these  pro- 
ducts.     We  should  like,    at   this   point,    to   state  that    it   also  must  define 
the  predominant  productive  areas   of  the  Compet ing  Products. 

lie  have  already,    in  Part   II,   by  means  of  the  National  Distribution 
Maps   of  those  Industries  which  have  been   shovm  to  be  of  great   economic   im- 
portance to   the   State  and   its  Sections,    defined  for   each  of  these  Industries 
what  Fe  have  termed    the  Potentially  Competitive   Sections.      Now   in  the   Indus- 
try Study,    as  v.e  defined  the   predominant   productive  areas   of  the   Competing 
Products,   v;e  define  rith  much  more  precision  those  outlying  areas  which  com- 
pete with  Maryland  and  which  v/e  can  now,   vvith   considerable  justification 
call  the   Competitive  Sections. 

But  when  the  Industry  Studies  define  both  the   Competitive  Sections 
and  the  geographic  locations  of  the  Predominant  Markets,   they  establish  one 
of  the  major  objectives  of  the  Survey.      They  establish  the  Sections  of  the 
country  to  which  the  I\feryl8nd  Sections  are  most  closely  related  in  the  field 
of  Inter-State  commerce  and  they  also  define  the  character  of  the  relation- 
shir). 

Besides  the  objectives  thus   far  described,    each    Industry  Study, 
after  defining  the  Predominant  Products  of  the   Industry,    is  directed  to 
the  determination  of  the  following   information  relating  to  these  products: 
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1.  Production  Trends 
a -National 

b-By  areas 

2.  Unit  price  trends 

3.  In  cases  7'here  a  product  is  produced  by  a  small  number 
of  corporations,  trends  of  production  by  corporations. 

4.  In  cases  of  "Vulnerable  Industries"'-'-'  the  determination 
of  Predominant  Products  of  the  Corporations  of  such  In- 
dustries. 

This  type  of  information  is,  of  course,  statistical.   As  these 
trend  series  are  established  they  become  supplemental  to  the  Industrial 
trends  established  in  Part  III,  in  that  they  too  are  indicative  of  "changes 
in  Base  Pattern".  Much  of  this  kind  of  statistical  material  (often  unpub- 
lished) has  been  compiled  bj^  Federal  and  State  Departments  and  Bureaus. 
Trade  and  techjiical  journals,  trade  organizations  and  various  Industrial 
research  groups  have  proven  a  most  prolific  source  of  such  material.  When 
not  available  from  such  sources  it  has  rarely  been  found  difficult  to  se- 
cure such  materials  from  corporations  producing  or  using  the  products  when 
the  use  to  which  the  material  is  to  be  put  is  explained. 

We  shall  nov;  consider  the  other  three  of  the  four  complementary 
studies,  the  Technical  Studies,  the  Corporate  Studies  and  the  Political 
Studies.   This  consideration  will  be  confined  to  an  outline  of  the  objec- 
tives of  the  three  studies,  with  mention  of  the  more  important  reasons 
leading  to  the  adoption  of  this  procedure.  Both  the  limitations  of  space 
and  the  purpose  of  this  series  of  articles  prohibit  a  complete  description 
of  methods.  The  Commission  and  the  v/riter  will  be  glad  to  describe  the 
methods  in  greater  detail  to  those  v/ho  may  be  interested  in  the  Industry, 
Technical  and  Cornorate  Studies.  A  number  of  case  studies  are  available 
30  that  the  actual  applications  of  the  methods  can  be  shown. 
Technical  Studies: 

No  influence  has  contributed  as  much  to  price  reduction  and  to 

TT]   "Vulnerable  Industries"  .vill  be  defined  leter  in  this  Chapter  under  t h e 
caption  of  "Corporate  Studies"  so  also,  under  this  caption,  will  be  ex- 
plained the,  purpose  of  determining  the  products  of  the  corporations  of 
such  Industries. 
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qualify  improvement  as  the  Technical  Influence  and  this  Influence  has  been 
felt  and  has  bee'-!  one  of  major  significance  in  every  field  of  trade  and 
commerce;  in  the  extraction  and  recovery  of  our  natural  resources,  in  their 
fabrication,  in  their  transportation  and  even  in  their  distribution.   V-ie 
have  no  wish  to  over- emnha size  the  importance  of  this  particular  Influence 
but  do  wish  to  emphasize  the  fact  that  it  is  of  such  importance  that  it 
cannot  be  ignored  or  treated  in  any  cavalier  manner  by  anyone  interested 
in  our  economic  and  social  welfare.   It  must  be  recognized,  it  must  be 
evaluated  and  the  magnitude  of  its  influence  must  be  synthesized  with  the 
magnitude  of  the  other  influences;  and  these  processes  must  be  continuous. 

For  the  purpose  of  the  Survey,  the  Technical  Study  is  confined 
to  a  study  cf  the  technology  related  to  those  Predominant  Products  which 
are  showing  materi-'l  gains  or  losses  of  competitive  position,  and  in  such 
case  also  to  the  Competing  Products. 

It  is  a  very  striking  fact  that  technological  processes  responsi- 
ble for  the  price  or  ouality  changes  of  some  particular  nroducts  are  rarely 
developed  by  the  individual  industries  producing  the  products  and  another 
striking  fact  is  that  changes  in  ons  technical  process  usually  cause  price 
or  nuality  changes  in  ruite  a  number  of  products.  This  is  tantamount  to 
saying  that  the  number  of  technical  processes  affecting  products  is  smaller 
than  the  number  of  products  affected.  Actually  the  predominant  technical 
processes  effecting  Predominant  Products  are  much  smaller  than  the  number 
of  PrGdominsnt  Products  affected.   In  our  Technical  Studies  vie   have  called 
the  predominant  technical  processes  which  are  thus  related  to  the  Predomi- 
nant Products  "Focal  Processes".  One  of  the  principal  purposes  of  the 
Technical  Study  is  to  determine  "Focal  Products  and  Processes".   This  calls 
for  a  description  of  a  "Focal  Product". 
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We  frequently  find  in  Industry,  particularly  in  the  Chemical  In- 
dustry, Industrial  processes  which  use,  in  the  nrocess,  some  product,  usu- 
ally small  in  amount,  v/hich  is  essential  to  the  nrocess.   Thus  in  the  man- 
ufacture of  rubber  tires  a  small  amount  of  a  black  pigment  recovered  from 
natural  gas  and  known  to  the  trade  as  Channel  Black  is  used.   Its  effect 
is  to  increase  the  tensile  strength  and  decrease  the  abrasion  of  the  tires. 
Another  illustration  is  platinum  or  vanadium  used  as  a  catalyst  in  the  con- 
tact process  for  making'  Sulphuric  Acid.  Diphenylamine,  used  in  the  manu- 
facture of  smo'reless  powder  for  the  purpose  of  retarding  the  subsequent  de- 
terioration of  the  po?.'der  provides  another  illustration.  Such  products  we 
have  called  "Focal  Products".  Frequently  the  amounts  of  these  products 
produced  is  so  small  that  they  do  not  appear  as  Predominant  Products.   Their 
importance  hov/ever,  because  of  their  effects  on  the  price  and  cualitj-  of 
products,  is  so  great  that  they  must  be  considered  in  the  "Technical  Study". 

The  Technical  Study,  having  defined  the  "Focal  Products  and  Pro- 
cesses" related  to  the  products  under  consideration,  must  then  develop  the 
technical  characteristics  of  the  process,  the  sources  of  the  products,  the 
uses  of  both  and  -i  clear  definition  of  the  products  to  which  thoy  relate 

Tl.is  basic  knowledge  of  th'.  technology-  of  the  "Focal  Pi-ocesses" 
provides  the  basis  for  the  engineering  estimates  of  unit  costs  end  cost 
components,  developed  in  the  Industry  Study  and  referred  to  on  pages  47  and 
48.  It  also  provides  the  basis  for  the  determination  of  quality  character- 
istics 3f  the  product  produced  by  the  process.   The  determinations  of  both 
cost  and  quality  characteristics  are  a  part  of  the  "Technical  Study". 


(i)  A  very  Interesting  p.tud.y  of  the  Chcmicsl  Iridustry  directed  to  the  de- 
termination and  classif icction  of  its  Pi-edominant  Products  and  its 
Focal  Pi-oducts  was  made  under  the  auspices  of  the  National  Research 
Project  of  the  "'orks  Progress  Administration. 


-  56  - 

Estiiastes  of  nlant  costs  per  unit  of  production,  based  on  the 
teehnolopy  of  the  "Focal  Processes",  can  then  be  prepared  for  plants  pro- 
ducing 3  product  by  various  processes.  The  Industry  Study  defines  the  types 
of  plants  and  processes  actually  in  service  in  a  Section.   This  is  primarily 
for  the  purpose  of  evaluating  relative  capital  investment  required  by  the 
different  Industries  in  the  production  of  their  various  products. 

It  might  be  said  that  Industry  avails  itself  of  technological 
developments  through  the  medimn  of  obsolescencereolscements,  which  is  only 
another  way  of  saying  that  Industry  can  only  avail  itself  of  price  reduc- 
tions ^-nd  quality  improve-n.ents  made  possible  by  technology  by  replacing 
old  and  relativtlj'  inefficient  equipment  and  processes  with  new  and  rela- 
tively efficient  ecuipment  and  processes. 

Nov;  the  rate  at  which  an  Industry  avails  itself  of  technological 
developments  is  of  great  signific&nce  to  both  thb  Inuustry  and  the  coiiimunity. 
The  rate  at  which  some  particular  Inuustry  should  avail  itself  of  technical 
developments,  for  the  mutual  benefit  of  Prouucer,  Consumer,  Labor,  and  Inves- 
tor is  also  a  matter  of  extreme  economic  significance.  But  a  knowledge  of 
the  rnte  f't  which  an  Industrj'  could  avail  itself  of  these  technological  de- 
velopments, is  of  course  fundamental  to  any  determination  of  the  rate  at 
rhich  it  should  do  so.  '/.Taich  brings  us  to  another  objective  of  the  Tech- 
nical Studies. 

A  continuing  observation  of  the  technical  developments,  related 
to  the  production  of  the  -fredominant  Products,  combinbd  with  a  continuing 
knowledfro  of  the  olsnts  'fnr\   nrocesses  actually  producing  these  products 
(as  deriv'-d  from  the  Industry  Studios)  indicates  the  technical  potentiali- 
ties available  to  the  local  Industries  for  reducing  the  price  or  improving 
th-^  quality  of  th  ir  products.   One  of  the  objectives  then  of  the  Technical 
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Studj''  is  to  continuously  develop  the  predominant  changes  in  the  technical 
art  for  th:  purpose  of  relating  them  to  the  changes  in  the  Industrial  art 
{plants  and  processes)  of  the  State's  important  Industries  as  developed 
by  the  Industry  Studies. 

Before  concluding  this  outline  of  the  Technical  Studies,  it  may 
be  said  that  thej''  definitely  indicate,  in  the  case  of  a  potential  cost 
reduction  which  component  or  components  of  cost  would  be  reduced  as  well 
as  indicating  the  extent  of  the  reduction. 

It  should  also  be  remembered  that  the  technology  is  not  directed, 
as  we  consider  it,  solely  to  the  reduction  of  price  and  the  improvonent  of 
quality  of  the  products.   It  is  also  directed  to  the  reduction  of  the 
capital  costs  of  the  plants  and  processes  developed  to  produce  the  pro- 
duct.  That  is  to  s^y,  a  reduction  in  capital  cost  per  unit  of  quality 
of  the  products  produced.   Obviously  here,  as  in  the  case  of  products 
cost  price  is  only  considered  in  relation  to  quality. 
Cor'^orate  Studies: 

For  the  purpose  of  this  Survey  these  studies  are  confined  to 
the  Corporations  of  v;hat  we  have  called  the  "Vulnerable  Industries". 
The  definition  of  these  follows: 

^en  the  operations  of  sn  Industry  are  largely  confined  to  the 
operations  of  a  small  number  of  corporations,  it  is  considered  to  be  more 
Vulnerable  to  the  corporate  policies  of  its  constituent  companies  than  would 
be  an  Industry  whose  operations  were  conducted  by  a  large  number  of  cornor- 
ations.   Industries  of  the  former  kind  are  called  "Vulnerable  Industries" 


(1 )  The  term  carri^^s  no  sinistei'  implications  nor  does  thv  par'-.graph 

which  in  its  classification  "sets  aside"  the  Industries  whose  opera- 
tions are  directed  by  a  small  number  of  large  corporations. 
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The  only  purpose  of  this  classification  is  that,  in  the  one  case  individual 
corporate  T^olicies  c?n  cause  important  reactions  on  their  Industry  group, 
while  in  the  other  case  individual  corporate  actions  are  largely  offseting 
in  kind  anr!  therefore  occasion  relatively  minor  reactions  on  their  group. 

Now  an  Industry  may  be  "Vulnerable''  nationally  or  it  may  be 
"Vulnerable"  locally.   The  latter  statement  means  only  that  a  small  number 
of  corporations  may  operate  in  a  local  Industry  while  nationally  the  cor- 
porate structure  of  the  Industry  might  consist  of  a  large  number  of  cor- 
porations.  If,  however,  we  are  to  evaluate  the  stability  of  a_  local  In- 
dustry which  is  "Vulnerable"  from  either  a  national  or  local  viewpoint,  it 
is  imperative  that  r:e  cznovi   something;  of  the  Corporate  Stability  of  the  lo- 
cal operations. 

Eaving  indicated  the  method  of  selecting  the  corporations  which 
are  to  be  studied,  we  can  next  consider  the  broad  objective  of  a  Corporate 
Study.   The  primary  objective  of  the  "Corporate  Studies"  is  to  determine 
the  corporate  stability  of  the  corporations  selected  by  the  method  just 
described.   But  as  explained  in  our  discussion  of  "Product  Stability",  the 
v/ord  "stability"  is  slwsys  used  in  a  relative  sense,  and  consecuently  we 
express  the  "Corporate  Stability"  of  one  corporation  by  relating  it  to  the 
"Corporate  Stability"  of  other  selected  corporations. 

In  the  case  of  "Product  Stability"  the  products  selected  for 
stsbility  determinations  were  known  as  "Competitive  Products"  so  in  de- 
terraininp  "Corporate  Stability"  the  corporations  selected  for  stability 
determinations  will  beknown  as  the  "Competitivs  Corporations".  Thus  in 
fevaluatinc  "Corporate  Stability"  we  have  to  consider  a  Competitive  Group 
of  Corporations  just  as  in  the  evaluation  of  "Product  Stability"  we  had 
to  confiid'.r  t  "Competitive  Group  of  Products".  Obviously  if  wt  were 
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evaluating  the  stability  of  the  Bethlehem  Steel  Corporation  the  "Competi- 
tive Group  of  Corporations"  would  include  the  other  outstanding  corpora- 
tions of  the  Steel  Industry. 

In  our  Industry  Studies,  there  were  devloped  trends  of  certain 
factors  related  to  the  Predominant  and  Competitive  Products.   The  rela- 
tive changes  of  these  factors  indicated  the  relative  change  in  Product 
Stability  of  the  several  products  constituting  the  Competitive  Group. 

■JVe  must  now  in  the  "Corporate  Studies"  develop  certain  factors 
whose  relative  trend  changes  may  be  accepted  as  indications  of  relative 
change  in  Corporate  Stability  of  the  corporations  constituting  the  Com- 
petitive Group  of  Corporations. 

A  good  stai'ting  point  in  the  selection  of  these  factors  is  a 
recognition  of  the  fact  that  because  busi''ess  re';uires  capital,  corporate 
managenent  is  nuite  as  much  concerned  with  the  problems  incident  to  the 
financing  of  its  project  as  it  is  with  the  oroblems  incident  to  the  nro- 
duction  and  itBrketing  of  its  products.  A  corporate  management  has  the 
choice  of  various  methods  of  financing  its  project.   To  illustrate,  it 
may  elect  to  "finance"  its  plant  extensions  and  obsolescence  replacements 
"out  of  savings"  by  the  sale  of  shares  of  stock  (equities)  additional  to 
the  shares  previously  outstanding,  or  by  borrowing  (usually  secured 
loens  -  "Bonds").  But  whatever  method  or  methods  management  inay  from 
time  to  time  select  to  finance  its  operations,  they  vjill  always  be  re- 
flected by  changes  in  tin.-   Value  ^  '   of  the 'Securities"  of  the  Corporation 
(its  stocks  and  bonds). 


(I)  Not  the  price,  as  will  be  se'/n  later,  trends  of  nrices  of  Securities 
should  b&  related  to  trends  of  Values  of  Securities. 
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Obviously  the  chanring  Values  of  Securities  affects  the  demand 
for  the  securities  so  in  the  light  of  the  statements  presented  in  the  pre- 
ceding -oaragraph  we  may  state  that; 

The  Stability  of  a  Corporation  depends: 

1  -  In  part  on  the  stability  of  demand  for  its  Products 

(as  determined  by  the  industry  Studies). 

2  -  In  rjart  on  the  stability  of  deuBnd  for  its  securities 

(This  applies  to  "closely  held"  stocks,  even  to  such 
a  stock  as  Ford  Motors. )  The  fact  that  no  stock  is 
offered  is  not  indicative  of  a  lack  of  demand. 

From  the  material  appearing  in  the  published  financial  statements 

of  the  corporations  the  "Corporate  Studies"  establish  trends  of  such  items 

as  those  enumerated  below,  for  the  various  corporations  considered: - 

1  -   Capital  Sti'ucture 

a  -  Stock  outstanding  (number  of  shares) 
b  -  Bonds  outstanding 

2  -   Assets 

a  -  Fixed  -  Plant  and  enuinment 

b  -  Liquid  -  Surplus  tin  cash  or  securities) 

Z  -   Earnings  (from  operations) 

4  -  Profits 

a  -  DistributGd  (dividends) 
b  -  Undistributed  (to  surplus) 

E;  -  General  Overhead 
a  -  Taxes: 

1  -  Federal  Taxos 

2  -   Other  Taxes 
b  -  £alr-E  (cost  of) 

c  -  Dtbt  Chargt.s  (interest  and  amortization  of  funded 
debt) 

6  -  Operating  Costs 

From  market  quotati'jns  are  obtained  the  material  for  establishing 

"price."  find  ''yield"  ( interest  or  dividends)  on  Predominant  issues  forming 
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psrt  of  the  "Capital  Structure"  (la  and  lb  above).   These  ere  for  the  aur- 
Dose  of  couri-e,  of  iidic--tinie'  both  relative  capital  gains  (or  losses)  and 
relative  yields  to  investor?  of  the  principal  "issues"  undt.r  consideration. 

The  trends  of  security  prices  and  yields  of  specific  issues  are 
not  ordinarily  established  and  considered  as  a  part  of  the  survey.   They 
may  be  considered  onl;-  in  special  studies  of  a   corporation  where  the  "In 
dustry  Studies"  indicate  th-;  loss  or  threatened  loss  of  competitive  po- 
sition of  some  corporation  of  important  significance  to  the  economy  of 
the  State  or  its  Sections. 

The  obseiv^tion  of  changing  collective  "equity"  of  the  stock 
and  bond  holders  i'^  the  changing  assets  Ifiyed  and  vsriablc)  of  a  corpora- 
tion becomes  a  part  of  the  Industry  Studies.   These  "equity  trends"  are 
obviously  derived  from  items  la  and  lb  '-.nd  items  2a  and  2b.   The  observa- 
tion o:  changing  v^-.lue  (not  the  price)  per  share  of  the  stock  outstanding 
=  Iso  becomes  ■=  p^rt  of  the  "Corporate  Study".   A  knowledge  oi'  both  the 
"collective  equity"  of  the  stock  holders  and  the  number  of  shares  out- 
st<^nding  (item  l^- )  permits  of  this. 

Other  series  of  trends,  this  time  derived  from  items  3  to  4  in- 
clusive, form  an  imnortant  part  of  the  "Corporate  Studies."  A  somewhat 
detailed  description  of  these  follows: 

One  can  properly  think  of  the  trend  of  "Earnings  from  Operations" 
(item  3)  of  a  corporat  ;.on,  as  a  trend  of  "Product  Value"  (total)  of  the  pro- 
ducts produced  by  this  corporation.  This  is  a  very  useful  concept  for  if 
one  observes  an  important  change  in  the  'Earnings  from  Operations"  and 
wishes  to  determine  the  causes  Ur-fluences)  contributing  to  this  change, 
he  will  naturally  refer  first  to  the  "Industry  Study"  and  consider  the  Pro- 
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duct  Value  trends  of  the  Several  Predominant  Products  of  the  Corporation 
u-der  consideration.   It  will  be  remembered  that  the  industry  Study  has 
defined  the  predominant  Products  of  the  Corooration  and  has  also  estab- 
lished, for  each  of  these  products,  trends  of  production  and  trends  of 
unit  price.   If  ve   kno^  the  trend  of  nroduction  of  a  product  and  the 
trend  of  its  unit  price,  re  can,  of  course,  derive  the  trend  of  its  pro- 
duct value  (total)    .  This  consideration  of  the  Product  Value  Trends 
of  the  several  products  ^''ill  indicate  the  extent  to  iivhich  the  change  in 
epch  of  these  has  contributed  to  the  change  i'^  "'Earnings  from  Operations" 
of  the  Corporations. 

Having  determined  by  such  an  examination  the  oroducts  whose  pro- 
duct values  had  changed,  ve  would  then  turn,  ag^i-^,  using  the  "Industry 
Studj''"  to  ?■  consideration  of  the  competitive  groups  to  which  our  changing 
products  belong.   Such  a  consideration  might  indicate  that  the  demand  for 
the  entire  group  of  nroducts  hed  matt:;rially  changed. 

Rayon  is  a  case  in  point  and  the  industi'y  Study  of  Rayon  des- 
cribed later  in  Chapter  7  will  indicate  hov;  this  study  defined  the  vari- 
ous causes  contributing  to  the  rapid  rise  in  demand  for  essentially  all 
kinds  of  Rayon  Products.   On  the  other  hand  our  consideration  of  the  Com- 
petitive Group  of  Products  might  indicate  that  the  change  i-  "Earnings 
from  Operations"  v/ss  occasioned  by  e  gain  (or  loss)  of  competitive  posi- 
tion of  specific  products  in  their  competitive  groups.  If  this  were  in- 


(1)   If  in  a  certain  time  period,  production  of  a  product  (expressed  in 
physical  units  of  production)  has  increased  P0%   and  the  unit  price 
of  the  nroduct  has  increased  lOfo   the  total  value  of  products  pro- 
duced will  be  found  to  increased  32ifc  (120  x  110  =  13?,  or  132%). 
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dicsted  the  Industry  Study  vvould  then  shov  whether  this  change  in  competi- 
tive Tiosition  W8S  due  to  change  in  "Price  per  unit  oi"  quality"  of  changes 
in  "Market  Stebility." 

As  another  illirstration,  we  can  assiune,  in  the  "Corporate  Study" 
e  "change"  has  been  observed  in  the  operating  costs  items.  Again,  for  our 
causal  determinations,  vie   would  first  refer  to  the  "Industry  Study."   In 
this  case  our  interest  Tjould  be  in  the  trends  of  "unit  costs"  set  up  for 
the  several  Predominant  Products  of  the  CorrDration.   The'-',  confining  our 
attention  to  those  products  which  this  er'omination  showed  to  be  materially 
changing  in  unit  costs,  ■?  e  would  next  consider  the  changing  "cost  components" 
of  these  products.   Then  the  three  other  studies  as  T!"ell  as  the  Industry 
Study  would  be  considered  to  determine  the  extent  to  which  the  various  in- 
fluences hsd  contributed  to  the  change  in  "Operating  Costs." 

In  each  of  the  two  illustrations  just  discussed,  having  observed 
trend  change  in  the  Corporate  Study,  we  traced  back  in  the  industry  Study 
for  indications  of  causes  and  being  guided  by  these  indications  traced 
back  into  all  four  of  the  Studies  for  causal  determinations.   In  each  case, 
we  have  worked  from  an  observed  effect  back  to  cause.  In  either  case  it 
miciht  have  been  that  our  first  observation  of  "change"  or  "changes"  was 
derived  from  the  industry  Study.   In  such  case  we  should  have  followed 
throup'h  the  same  ch-^mels,  y.hich  would  have  led  us  to  the  resultant  changes 
in  "££.rnings"  in  the  one  case  and  "Operating  Expenses"  in  the  other  as 
disclosed  in  the  Corporate  Study.  This  time  v,e  vould  have  been  v'orking 
froTi  an  observed  cause  to  a  resultant  effect.  The  point  we  wish  to  em- 
')ha3i7e  is  the  complementary  character  of  the  Technical  Study  and  the  In- 
dustr:/  Study  and  consenuently  established  the  inter-relationshio  of  the 
three  types  of  studies.  As  tic   discuss  the  fourth,  the  Political  Study,  its 
rolationshin  to  the  other  studies  will  be  developed. 
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In  usins'  the   tT,o   illustrations   to  demonstrate  the    inter-relation- 
ship of  the   Studies,    we  hope  that   Y-e  have   incidentally  conveyed  to  the 
reader  the   idea  th^t   such    inter-related  studies,    continuous   in   character, 
ere  essential  to   diasmostics   in  any  complex  structure  r/hose  part.'^   are   all 
inter -related,   but    in  T'hich  the  relationships  are  continually  changing. 
If  so,    T-e  have  established  the    need   for  a    continuing  economic   survey  of 
the   St£  t  e. 

Having  predicated  the   stability   of  a  corporation  to   defend   in 
part  o"   the   stability  of^  deuanci   for    its   products  -^nd   i"   part   on  the  sta- 
bility  o_f  ■" emg. nd    for    its   securit  ies   it   Tiust   nov  be  cuite  apparent   that    the 
Industry  Study  first  indicate-    the  changing  demand   for   the   several  products 
of  the   Corporation  and   second   directs  us  to   the   v-jrious   causes. 

■Just  as  the   stabilit;'   of  denand   for   the  products  of  s  corporation 
de'^end  s   in   part   ci  the    stability  of  their   product   or  commodity  markets  and 
in  part   on   the   gain  or  loss  of  competitive  position   of  the  products  in 
selected   groups    > comnetitive  Groups   of  Products)    so  also   does   the  stability 
of  demand    for  the   securities   of  a   corporation  depend    in  part   on  the   sta- 
bility of  security  market?  and    in  pprt  on  the   rain  or  loss  of  comoetitive 
nosition   of  the  corporations   several   securities   in  selected  groups  of  se- 
curities   (Competitive  Groups   of  Securities).      It    can  also  be   stated  that, 
:ust   >:-.  vit^  the   products,    the  gai"   or   loss  of  competitive  position  of  a 
s'^o'irity  is   occasioned   by  relative  changes   in   the   price   ner   unit   of   quality 
of  the   several  securities  in  the  competitive  group  of  securities. 

It    is  t  I  the   "Corporste  Stud;.  "  v;e  look  for   indie  r.t  Ions   of  change 
in    th';   '■jricft  ^?nd  ruility  of  the  securities,    just   as  ve    looked   to  the    In- 
dustry Study   for  in^ic^iti  jns    of   change  in  the   price  ano  nua  llty  of  products. 
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The  investor  in  the  ;:;t;curit3'  M;  rkets  is  camparable  to  the  con- 
sumer j.n  T^roduct  markets.   He  too  est&blishes,  as  does  the  consumer,  cer- 
t5i'~  standards  of  :uality.   One  of  the  purposes  of  the  Goi  oorate  Study  is 
to  indicate  changes  in  uality  of  the  securities  of  a  Corporation. 

The  financial  d-ta  secured  from  the  statements  of  the  several 
corporations  of  the  ComT)etitive  Group  of  Corporations,  (as  outlined  by 
items  1  to  6  on  page  60)  provide  us  v;ith  the  material  for  deriving  cer- 
tain ^uite  conventional  standards  of  "qur.lity."  These  standards  are 
generally  indicative,  historic?lly  of  course,  of  the  relative  yields, 
csnital  grains  (or  losses)  and  security  back  of  the  investment  in  the  cor- 
norations  securities,  for  the  several  corporations  constituting  the  com- 
petitive {"roup  and  are  thus  generally  indicative  of  the  changing  "quality" 
of  the  securities  of  s   corporation  (considered  collectively),  as  ex-.ilained 
on  t)age  58  -  Special  studies  of  a  Specific  Security  can  be  made  vjhen  the 
occasion  calls  for  them.   As  previously  stated  "price"  -changes  of  securi- 
ties are  available  from  market  ouotations.   Thus  it  becomes  possible  to 
continuously  observe  the  general  trend  in  price  per  unit  of  quality  of  the 
securities  of  a  corporation.  Another  of  the  functions  of  the  "Corporate 
Study." 

In  closing  this  outline  of  the  objectives  of  the  "Corporate 
Study"  vTfe  should  like  to  emphasize  the  inter- relationship  between  the 
finencial  stability  of  a  corporation,  as  indicated  by  the  stability  of 
demand  for  its  sccuriti'.s  and  its  Industrial  stability  &s  indicated  by  the 
Btfubility  of  demand  for  its  Pi-oducts.  V/e  ere  all  quite  conscious  of  this 
in  a  ou'ilitftive  wrty;  but  little  has  been  done  to  develop  methods  for 
rnxent  il'iliv'.iy   trivrf-ssing  i.hirj  over  changing  relationship.   It  is  literally 
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true  that  there  can  be  no  change  in  "Product  Stability"  without  a  coinci- 
dent chengt  i'-i  Security  Stability  and,  of  course,  the  converse  is  true. 
Yet  in  the  Industrial  world  the  market  analyst  persists  in  disregarding 
the  financial  factors  and  in  the  financial  Forld  the  investme'-t  analyst 
persists  in  disregar-^ing  the  Industrial  factors.   Each  has  qualitative  cog- 
nisance of  both  factors  j^et  neither  sives  a  Quantitative  expression  of  the 
changing  relationship  of  these  factors.   In  our  description  of  the  Corporate 
Studies  and  th3ir  relati  mshi^  to  the  other  studies,  we  have,  it  is  believed, 
indicated  a  method  of  establishing,  quantitatively,  the  relationship  of 
these  financial  and  Industrial  factors  on  vshich  depends  the  Stability  of  a 
Corporation. 
Political  Studies 

In  these  studies  three  classes  of  "Political  Influences"  are 
considered. 

1  -  Tar  Legislation 

2  -   Regulatory  Legislation 
I   -  Tariffs 

Again  our  problem  has  to  do  with  the  quantitative  expression  of 
change  in  causes  ( inf luerces) ,  effects  and  relationships.  In  this  case 
the  particular  relationshir)  considered  is  that  existing  between  government 
and  Industry.  Briefly  stated,  the  cnetbod  designed  to  accomplish  this  must 
evaluate  the  effect  of  governmental  action,  a  Political  Influence,  as 
manifested  by  legislative  enactments,  on  the  "Industrial  Stability"  of  the 
several  Industrie?  of  a  Section  or  the  State.  But  the  metho;i  must  also  be 
designed,  this  time  res^rding  changes  in  "Industrial  Stability",  as  causal, 
to  evaluate  the  resultant  effects  of  sucb  changes  on  the  Resources  of 
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Government  (the  Counties  and  the  Stste). 

Since  in  the  case  of  other  influences  thus  far  considered  (In- 
dustrie!, Physicsl,  Technical  and  Corporate)  we  have  continuously  observed 
their  changes  and  then  evaluated  the  effects  of  these  changes  on  "Indus- 
trial Stability"  by  Tiessurinf  their  effect  on  the  unit  price  end  on  the 
ouality  of  product s,  so  in  the  case  of  the  "Political  Influences"  must  ve 
continuously  observe  their  changes  and  continuously  measure  the  resu  Itant 
effects  on  price  and  nuality  of  Maryland's  Predominant  Products. 

Of  course,  to  begin  with  we  must  have  a  "base  pattern"  of  Mary- 
land's tay  structure.   I^^  1950  this  was  a  very  simple  pattern  and  is  still 
relatively  simple,  when  contrasted  with  the  complex  pattern  of  many  other 
states.  With  few  exceptions,  the  only  taying  bodies  in  the  State  were  the 
cities,  the  counties  ^nd  the  State,  and  in  each  of  these  the  only  kind  of 
tax,  essentially,  was  a  property  t==x.  (There  is  now,  in  addition  to  the 
property  tax,  a  state  income  tax,  the  former  securities  tax  having  been  re- 
pealed). 

7/hen  trends  of  Maryland's  taxes  per  capita  are  related  to  those 
of  other  states  and  those  of  the  nation  (federal  taxes)  we  find  one  of  the 
causes,  and  undoubtedly  an  important  one,  contributing  to  the  relatively 
hit'h  "Industrial  Stability"  both  .-ecular  and  Cyclical,  of  the  State  as  de- 
veloped in  the  earlier  chapters  of  Part  IV. 

Now,  it  is  most  important  to  realize  the  utt-rr  inadequacy  of 
such  coTipa-rlrons  as  thos-'.  rnontioni-d  in  the  pi-ecijdinr"  psrapraph  in  eval- 
uating eith*^;!  the  effects  of  taxation  on  our  industrial  economy  or  the  ef- 
fects of  ch.'npos  in  thia  economy  on  the  revenues  of  states.  Nor,  it  may 
bo  stated  hr'--,    is  it  sufficient  to  know  thu  chanf?inr  effect  of  Maryland's 
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texes  on  the  prices  and  duality  of  her  own  products.   Ihis  is  necessary 
but  something  more  is  renuired  if  we  are  to  evaluate  the  effect  of  Mary- 
land's taxes  on  the  "Industrial  Stability"  of  Maryland's  Industries. 

As  ve   vie'-  it,  the  stability  of  an  Industry  (say  a  Maryland  In- 
dustry) is  dependent  in  part  on  the  gain  or  loss  of  conipet itive  oosition 
as  a  producer  of  its  products.   ?fe  should,  of  course,  h:ive  knowledge  of 
the  effect  of  Maryland  taxes  on  Marj^land  products,  but  me  must  also  have 
knowledge  of  the  coincident  effects  on  the  "Comoeting  Products"  of  the 
taxes  reacting  on  them. 

As  previously  explained  the  "Industry  Studies"  define  the  pro- 
ducts which  compete  with  our  IVferyland  products,  and  also  define  the 
orincinal  Sections  which  produce  them.   Thus  the  "Industry  Study"  serves 
to  define  the  areas  (Sections)  whose  taxes  as  well  as  our  ov:n  taxesmust 
be  considered  in  the  "Political  Study."  The  trends  of  overlapping  taxes 
in  these  areas  will  come  from  another  source,   A  very  useful  and  competent 
study  of  the  trends  of  "overlapping  taxes,"  by  counties  and  by  cities  has 
been  undertake''  by  another  agency  and  we  have  been  assured  that  this  in- 
formation will  be  made  available  to  us. 

Industries,  vhen  considering  desirable  plant  locations  are  in- 
terested in  relative  effect  of  taxes  on  product  costs  in  the  locations  un- 
der consideration.  Needless  to  say  the  decisions  resulting  from  such  con- 
sideration by  Industry  are  of  extreme  significance  to  the  political  economy 
of  any  community.  For  this  reason  the  observation  of  tax  changes  in  "Com- 
peting Sections"  forms  a  part  of  the  "Political  Studies"  of  Maryland. 

The  usefulness  of  such  information  in  the  formulation  of  the  bud- 
gets end  tax  and  borrov/ing  policies  of  states,  countits  and  municipalities 
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is,  776  presume,  apparent.  And  speaking  of  borrowing,  these  studies  also 

serve  as  a  means  of  evaluating  the  underlying  security  of  State,  County 

rnd  Municipal  Bond  Issues,  incidentally  an  important  factor  in  the  cost 

of  Debt  Services. 

It  is  proposed  in  the  "Political  Study"  to  relate  trends  of 

I  -  State  taxes  Itotal  anc  per  capita)  to 
a  -  Those  of  other  States. 
b  -  Federal  taxes. 

II  -  Overlapping  taxes  of  the  "Industry  Sections"  of  Mary- 
land to  those  of  "Competing  Sections"  in  other  States. 

Ill  -  For  each  of  the  "Predominant  Coroorations  of  the  State 

(as  defined  by  Corporate  Studies) 

a  -  Local  taxes  (total)  -  to  b  -  Its  total  Corporate 
tax  (Excludin  ■  Federal  tax).   (From  Corv^orate  Stu- 
dies) the  Financial  statements  of  the  Several  Cor- 
porations). 

c  -  Local  taxes  (per  unit  of  product  value  -  to  d- 

Its  total  Corporate  tax.   (Excluding  Federal  Tax) 
per  unit  of  product  value. 

c  -  Local  taxes  (per  unit  of  product  value)  to  e  - 
Labor  Costs  (per  unit  of  product  value). 

f  -  Material  Costs  (per  unit  of  product  value). 

g  -  Total  unit  cost  for  each  of  the  "Predominant 
Products"  produced  locally  by  the  Predominant 
Corporation. 

Obviously  relating  3e  to  3d  develops  for  each  corporation  the  imoortance 
of  the  cost  item  tsxes  in  its  Maryland  oper.';tion  as  compered  to  the  im- 
portance of  the  same  item  in  all  of  its  operations. 

Arain  obviously  relating  Zc  to  3e,  f  and  g  shows  respectively 
the  changing  relative  imnortance  of  the  cost  item-taxes  to  the  cost  iten- 
lo.bor,  the  cost  item-material  and  to  the  total  unit  cost  of  the  several 
products  of  eech  of  the  corporations  under  consideration. 

In  determining  effects  of  such  "Political  Influences"  as  have 
been  indicated  by  legislative  enactments  related  to  taxes,    tariffs  in 
items  1,  2  and  S,  page  66cr regulatory  measures,  we  confine  ourselves  to 
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the  consideration  of  such  "changes"  in  these  influences  as  are  known,  in 
the  light  of  our  "Industry  Studies"  and  our  "'Corporate  Studies"  to  eyer- 
cise  important  effects  on  Industrial  Stability  -  which,  of  course,  enor- 
mously simplifies  our  problem. 

VJe  conclude  this  brief  outline  of  the  objectives  of  "Political 
Studies"  ^ith  the  explanation  that  by  "Regulatory  Legislation"  is  meant 
legislation  othei  than  tax  legislation  which  directly  affects  the  price 
or  the  Quality  of  products.   It  may  be  stated  that  there  are  many  illus- 
trations of  "Regulatory  Legislation"  sffectin,^  both  price  and  quality. 
Tax  lerislation  maj^  be  considered  as  directly  acting  on  price  alone. 

As  a  conclusion  to  this  chapter,  may  we  emphasize,  becau'^e  of 
their  importance,  these  loints:  "/hile,  as  indicated  at  the  beginning  of 
the  chapter,  diagnostics  calls  for  other  methods  than  statisticslcnes,  it 
cannot  rest  solely  on   the  interpretation  of  statistical  series.  These 
are  useful  and  valuable,  in  that  they  indicate  the  parts  of  the  political  - 
economic  structure  that  are  being  affected  and  they  indicate  the  influences 
which  ere  affecting  it.  But  their  function  is  purely  directional.  Ihey 
indicate  but  they  do  not  explain.   The  explanations,  involving  as  they  do, 
both  causal  and  effect  deterininations  require  a  knowledge  of  the  parts  - 
the  Industries,  the  proijucts,  the  corporations,  and  a  knowledge  of  the  in- 
fluences -  v/hethc-r  cornorate,  technical  or  political,  TJhich  cannot  be  ob- 
tained from  statistical  ras-terial.  Without  t^na   ■cnov.lcd,- -  the  sifnif  ic-ncc 
of  observed  "statistical  change"  is  lacking. 

In  each  of  thi.  four  studies  described  in  this  chapter  various 
statistical  series  have  been  established  in  addition  to  those  presented 
in  Pf^rt  III  and  interpreted  in  chapters  2  to  4  of  this  part. 
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flo?;  the   rer.so'^.   for    d-,:Vclo'oing  the    stptistical   scries  Drcsentcd 
in  the    four   studies  viss   in  no  sense   pcadcrnic.      Ihcse    l^^tter   scries  ere 
supplc-Fientarj''  to  those  presented  i"  P?rt   III.      Tj  illustr'-'t e,    the  series 
of  .part    III    i"aicated  the   industries  of  the  Stste  Tdiich  were  gaining  or 
losing  competitive  position.      This  definitely  pointed  out    (gave  direction 
to)   those  Industries  which   should  be   studied .      The   series   of   the   "Industry 
Studies"  defined  the   oroducts  whose  gains   or  losses  of   coraoetitive  nosition 
Trere  resionsible   for  the   observed   industry  Chtinges.      But  the   industry  Study 
further   shows  us  for    each  of   the   "changing"  products,    the   coincidental 
chenges   in  Vivice  ?.nd  quality  of   the    :;roductp  whose   competitive  positions 
vere  undergoing  change,    and  this   indic^jtes  the  csuses   of  the   product 
changes.      Flrslly  certain   statistical   series   of  all  four    studies   indicate 
the   several    "Influences"   contributing  to   the   cost   and  quality  changes. 
Thus   the  statistical   series  of  the   four   studies,    direct  us   step  by  step 
to   fundamental  causes.      They  also,    beginning  with   "a   cause,"   direct   us   to 
"ultimate  effects        ."     Thus   are  these  series   supplementary  to  those  of 
Pert  III. 

But  the  "series"    of  the  four  studies  are   also   comnlementar;/-  to 
those   of  Psrt    III   -    in   this  vsy.      The   series  of  the   four  studies,    when   es- 
tablished,   are  kept  under   continuous   observation,    they   too   indicate 
"changes"   in   "base  pattern"  cuite  as   effectively  as  do  the  "series"   of 
Pert  III.     Thus  they  complement  the  latter  as  indicators  of  our  changing 
Industrial  pattern. 

In  this  chapter  we  have  concerned  ourselves  entirely  with  pro- 
ductive   industries  and   indicated   their  stability  to  depend  on  the  "sta- 

(l)      UltlT/itc  rithi"    th .    fraaio   of  rofcr^ince   of   our   studies: 


72 


bility  of  demand  for  their  products."  In  an  "Industry  Study"  which  re- 
lates to  p.n   Industry  falling  under  the  classification  of  "Extra-Sectional 
Services"  precisely  the  same  procedure  is  followed,  but  in  the  latter 
case  re  nust  determine  the  predominant  types  of  Service  where  in  the  for- 
mer case  we  determined  Predominant  Products.  As  with  the  "product  sta- 
bility,"' the  "service  stability"  is  predicated  to  depend  in  part  on  the 
stability  of  the  "markets"  for  these  services  and  in  part  on  the  changing 
competitive  "ocsition  of  the  particular  service  in  a  selected  group  of 
services  (a  Competitive  Group  of  Services).   The  Service  Industries  are 
fullj"-  as  susceptible  to  "market"  and  "competitive  group"  determinations 
as  are  the  Productive  Industries. 
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CHAPTER  6 

THE  ECONOMIC  ETiEILITY  OF  STiTES  -  STATES  MD   SECTIONS  AS  CONSUIVEES. 

INTERPRETATIONS  DF  SECTIONAL  CRITERIA  -  CRITERIA  AND  THEIR  USES. 


When  we  speak  of  the  "Eoonomic  Stability"  of  a  State  or  of  a 
Sectio'^,  v:e  use  the  term,  as  we  always  have  used  it,  in  a  relative  sense. 
That  is  to  say  we  do  not  develop  any  finite  e>rpression  of  l\feryland's  eco- 
nomic stability.   This,  of  course,  it  is  i'upossible  to  do.  ^iiftiat  we  reellj'" 
do  is  to  indicete  the  changing  economic  status  of  Maryland  by  relating 
sucr  change  to  the  changing  status  of  the  other  states. 

But  again  there  is  no  way  of  eyp ressing  a  change  of  "Economic 
Status"  for  any  state.   Vfe  cannot  say  that  in  some  selected  time  period 
Maryland' s"Status"  has  increased  lOfo   or  decreased  15%.  It  is  impossible 
to  construct  an  index  of  economic  status,  and  if  it  were  possible  it  would 
have  to  be  broken  down  into  the  factors  composing  it,  and  these  would  have 
to  be  analyzed  separately  to  accomplish  our  ultimate  objective  of  determin- 
ing the  "causes"  and  "effects"  of  changing  status.   We  can  however,  by  the 
methods  described,  indicate  change  In  economic  status  of  a  stste  by  separate- 
ly indicating  the  change  in  ceitain  factors  (population,  employment,  wages, 
income,  state  revenues,  etc.)  pertinent  to  its  economic  ststus.  By  relat- 
ing the  chsnges  of  each  of  these  parts  to  changes  of  the  same  factors  in 
the  other  states,  re  indicate  the  change  in  economic  stnbility  of  the 
St^.to, 

But  as  w^;  have  shown,  the  chsnges  in  these  factors  for  the  State 
are  derived  from  our  knowledge  of  the  changes  in  the  s'ime  f-?ctorr  in  the 
Various  Sections  of  the  State. 


-  74  - 
Thus  we  niay  state  this  postulate: 

The  changing  Econoniic  Stability  of  a  State  depends  upon 

(1) 
the  changing  iLconomic  Stsbility  of  the  Sections  of  the  State, 

We  may  then  further  state  that: 

The  factors  indicating  the  changing  stability  of  the  State 
are  derived  from  the  factors  indicating  the  changing  sta- 
bility of  the  Several  Sections  of  the  State. 

We  have  previously  stated  that  the  changing  stability  of  our 
"Industrial  Sections"  (Sectional  Stabilitj^)  is  predicated  to  depend  on  the 
ehs'^ging  "Industrial  Stability"  of  the  several  Predominant  Industries  of 
the  Section.   In  Chapter  5  the  methods  for  determining  and  evaluating  the 
"causes"  contributing  to  changes  in  "Industrial  Stability"  and  the  effects 
resulting  fr^m  such  changes  were  described. 

Evidently,  therefore,  these  methods  also  explain  the  causes  and 
effects  of  the  changing  Economic  Stability  of  the  State,  and  of  the  eco- 
nomic parts  of  the  State  (In  this  case  the  Industrial  Sections). 

It  vill,  we  presume,  be  apparent  that  in  thus  determining  changes  in 
"relative  Economic  Stability  of  Maryland,"  we  are  in  effect  continuously  de- 
fining its  changing  status  in  the  field  of  Interstate  Commerce,  and  since  we 
ere  interested  in  this  field,  we  are  ^-.uite  as  much  concerned  with  what  the 
State  buys  as  v;ith  what  it  S'-.  lis.   As  a  corollary  to  this  we  are  quite  as 
much  concerned  with  the  stfibility  of  demand  for  the  products  and  services 
which  she  buys  as  with  the  stability  of  dem?.ind  for  the  products  and  ser- 
vices which  she  sells. 

Thus  far  7  6  have  concerned  ourselves  entirely  ';iith  what  Maryland 

sells,  V/e  cai  now  briefly  consider;  first,  what  the  State  (and  the  Sections) 

(1)  Thf.  A/Ticultural  as  well  as  the  Industrial  Sections.  As  pre-viously  stated 
the  SectionBl  Stability  of  Agricultural  Sections  will  be  developed  in 
I'ittr  issues  of  this  series.  Part  III  and  IV  are  confined  to  the  In- 
duHtrial  Sections. 
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buy  -  -hat  are  their  "Spending  Habits"  and  second,  vihat    is  the  stability 
of  this  demand. 


We  have  found  it  convenient  to  classify  "consumption"  under  three 


beads: - 


1.  Co'^ sumption  by  Industries. 

2.  Co"su:ription  by  Governments    (State,    County  and  Municipal). 

3.  Consumption  by  Ultimate   Consumers. 

The  "Industry*  Studies"   as  they  define   the   teind   o-f  rav/  materials 
(raw,    processed  or   semi-processed)    required  for   their  products  as  well  as 
the  Quantities  reouired,   define  also  the   kind  and   quantity   of  products 
purchased  hj   Industry. 

Adeouate  material   is  available  to  define  the   "spending  habits"' 
(both   in   kind   and    in    riuantity)    of  the  Several  G-overnments   of   the  State. 
Such  "TBterinl   indicates  the   distribution   of  revenues   for   such   items  as 
roads,    education,    health,    recreational  facilities,    etc.      Various   competent 
Eurvej-s   define,    with  precision   aderuate   to   our   survey,    the  "snending  habits" 
of  various   income  brackets,    and  thus  with  a  knowledge  of  the   several  brackets 
in  the  State,   provide  an  indication   of  the  "spending  habits"   of  the   ultimate 
cons'Jmer. 

As   to  the  stability  of  demand    (collectively); 

The   st-'bilitj'  o+'  dern?.nd    for  products  consumed  by  an   Industry 
depends   o'-   tv-e   -tngustrial  Stability  of   such   Industry.      The 
stability  of  demand   for   products  c on sume A  by  the  governments 
constituting  the  political  parts  of  an  Economic   Section  de- 
pends on   the   "Sectional  Stability"  of  each  Section. 
The  stability  of  demand  for  products  consumed  b\   the  ultimate 
consumers  of  an  Economic  Section   depends  upon   the  Sectional 
Stability  of  such  Section. 
Consc'-uently  the  determinations  of  Industrial  Stability  as  doscribed  under 
Industry  Studifis  in  Chapter  f3  for  the  Predominant  Industries  of  Maryland, 
or  thi   determinations  of  "Sectional  Stability"  as  doscrib':  d  in  this  chapter 
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on  page  74  for  the  Industrial  Sections  of  M-rylancl  suffice  for  the  determination 
of  the  "stability  of  demand"  for  products  falling  under  the  three  classifica- 
tions shown  on  the  preceding  page. 

In  this  chapter  ^ive  have  stated  that  the  "Sectional  Stability"  of  an  Indus- 
trial Section  is  predicated  to  depend  on   the  "Industrial  Stability"  of  the  Indus- 
tries of  the  Section.   In  Part  II  we  classified  the  Industries  of  a  Section  as: 

Predominant  (productive)  Industries. 
Extra-Sectional  Service  Industries. 
Intra-Sectional  Service  Industries. 
As  we  see  it  therefore,  the  stability  of  onj"  Industrial  Section  literally 
defends  on  the  stability  of  all  of  the  Industries  of  the  Section  or  in  other 
words  on  the  stability  of  all  of  the  Industries  of  all  of  the  categories. 

Notwithstanding  this  we  have  clearly  indicated  in  the  earlier  parts  of 
this  series  that  the  stability  of  an  Industrial  Section  was  in  part  dependent 

on  the  Stability  of  its  Predominant  Industries  end  in  part  dependent  on  the 

(1) 
Stability  of  its  Extra-Sectional  Service  Industries.     Evidently  in  so  doing 

we  have  not  considered  stability  of  the  intra-Sectionel  Services,  in  our  de- 
terminant ion  of  Sectional  St->bility.   The  reason  for  this  omission  is  given  in 
the  following  paragraph. 

As  shown  in  Part  II,  employment  in  the  Intra-Sectional  Grouo  approximates 
7Z-l/Zp   of  the  total  employment  in  all  Sections. 

In  disregarding  this  Industry  group  in  our  determination  of  Sectional  Sta- 
bilit2',  we  for  the  moment  assume  that  the  st^bilitj:  of  this  group  varius  directly 


(1)  It  will  be  remembered  that  with  few  exceptions  the  Extra -Sectional  Ser- 
vices occur  only  in  the  Urban  Sections,  conse";Uently  in  most  of  thu 
Rural,  .^nd  ".  fcr-  of  the  Urb?:'^  Sections  the  Sectional  Stability  is  pre- 
dicted to  depend  sqlisl;,''  on  the  Predominant  Industries. 
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Tfith  the  combined  stability  of  the  other  two  groups,  the  Predcrainant  In- 
dustries ?nd  the  Extra-Sectional  Service  Industries.   If  such  T^-ere  the 
case  it  is  obvious  that  the  cha'^si'^s  stability  of  the  Section  could  be 
pror>erly  indicated  by  the  changing  stability  of  the  two  grouTs  above. 
Now  actually  the  stability  of  the  one  group  (the  Intra-Sectional  Services) 
does  not  (except  as  a  coincidence)  vary  directly  with  that  of  the  other 
two  Industries.   The  research  ho?.'ever,  indicates  that  this  deviation  must 
be  small,  that  is  to  say,  so  small  that  the  gain  is  precision  resulting 
from  including  the  ct-ouo  would  not  justify  the  complications  resulting 
from  its  inclusion. 

Conse-^uently  the  "Sectional  Stability"  of  anj^  I'-JClustrial  Section 
is  nredicated  to  depend  in  part  on  the  "Industrial  Stability"  of  its  Pre- 
dominant Industries  and  i-^   part  on  the  "Industrial  Stabilit;-"  of  its  Ixtrs- 
Sectional  Services,  except  in  those  Sections  (usually  the  Rural  Industrial 
Sections)  v.here  no  Zytra-Sectional  Services  occur.   In  such  Sections  the 
"Sectional  St-^bility"  is  predicated  to  depend  solely  on  the  "Industrial 
Stability"  of  the  Predominant  Industries  of  the  Section. 
Inte^pretat ions  of  Sectional  Criteria 

Chapter  4  was  devoted  to  the  interpretation  of  the  Statistical 
Studies  of  Part  III,  indicating  "changes  in  Base  Pattern."   In  chTpter  4 
we,  as  stated,  postooned  any  consideration  of  Sectional  Criteria.   Ihese 
criteria,  as  their  name  implies,  relate  to  the  subject  of  "Sectional 
Stability"  end  it  was  felt  that  a  discussion  of  them  ^-ould  be  more  under- 
standable if  it  followed  chapter  b   on  the  four  studies  and  the  four  in- 
fluences, as  well  as  th--:;  material  thus  far  presented  in  this  chapter  and 
vhic.i  also  relates  to  Sectional  Stability. 

The  purpose  of  these  Criteria  as  well  as  the  method  of  construct- 
in?  then  has  been  describfjd  in  considerable  detail  in  chanter  7  of  Part  III 
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end  -^il?!.  be  expanded  later  in  this  chapter.   Briefly  stated,  they  indicated 
for  each  Industrial  Section  of  the  State  a  trend  of  employment  which  v;ould 
ha-vr  prevTilsd  in  the  Section  if  local  employment  trends  in  the  several  In- 
dustries of  the  Section  had  precisely  followed  the  national  trends  of  these 
same  Industries. 

These  Criteria  are,  it  ?;ill  be  seen,  confined  thus  f^T  to  the  time 
period  ^hich  v/e  have  called  the  '29- '57  cycle.   Our  interpretations  of  the 
Statistical  mcite-'ipl  of  Part  III    indicated,  among  other  things,  the  follow- 
ing: 

The  H:reat  iriportance  of  the  ivfenufacturing  Industries  in  the 
eroup  of  Predominant  Industries  of  the  State.   (12  of  the 
Pr:-dominant  Industries  ?/ere  Ma nuf featuring  Industries.   Of 
the  r-v.m-ining  3  only  one  "Building"  was  of  Stato  import.-^nce, 
and  only  2  of  the  three  "Building"  and  "Coal"  were  of 
(Sectional  Importance). 

Collectively  the  Manufacturing  Industries  of  the  State 
shof/ed  high  "Cyclical  Stability"  in  the  '29-' 37  Cycle.   In 
this  cycle  the  Msnuf'icturing  Industries  of  Maryland  collec- 
tive''y  did  not  drop  &s  low  in  employment,  wnges  or  vilue 
added  by  mf'nuf-'-ctur.j  r.s  did  those  of  the  nrtion.   In  1937 
the  MTyl^nd  industries  rose  to  higher  levels  (as  compared 
with  192S  levels)  then  did  those  of  the  N-tion.  That  the 
collective  grdn  of  Maryland's  M'.,nuf^.cturing  Industries  w-as 
in  large  measure  due  to  the  net  effect  of  g?.  ins  or  losses 
in  the  Industrier;  shovm  below  during  the  '29- '37  cycle: 

( 1)  Thfs(.-  interpretations  constituted  the  subject  matter  of  Chapter  4 
Pert  IV. 
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Industries  Gaining: 

Blest   Furnaces  and  Steel  Rolling  Mills 

Air-Craft  Manufacturing 

Rayon 

Food  and  Allied 

Paper,  Printing  and  Allied 

Leather  and  Allied 
Industries  Losing: 

Clothing 

Other  Iron  and  Steel 

Non-Ferrous  Metals 

Chemicals  and  Allied 

5to"e,  Glass  and  Clay  Products 

Lumber  and  Allied 
Now  it  so  hex)-oens   that  our  "Industry  Studies"  have  nrogressed 
sufficiently  to  enable  us  to  define,  with  reasonable  precision,  the 
"geographic  distribution"  of  the  plants  of  thos  Industries  vAich  have 
shown  gains  or  losses  in  the  '29-' 37  cycle  as  listed  above.  Our  Base 
Pattern  indicates  the  "f'eographic  distribution"  of  the  workers  (their 
place  of  residence). 

'"ith  this  information  before  us,  and  with  a  knowledge  of  the  ex- 

(1) 
tent  of  the  gain  or  loss  of  the  several  Industries  listed  aoove    it 

seems  to  be  indiccted  very   definitely  that  the  "Sectional  Departures"  of 

the  following  Sections  7ill  be  positive. 

Urban  Sections 

Baltimore 
Climb  erlynd 

Rural  Industrial  Sections: 
1-2  (Baltimore  County) 
1-3  (Anne  Arundel  and  -t^rince  George's  Counties) 

'(T)      To  >voiT  disclosures' of  th'e  operatTi^ns  of  individual  corporations  we 
have  not,  bo  previojsly  exnlained,  shown  gains  or  losses  of  employ- 
ment in  several  of  the  Industries  listed.   It  so  hanpens  that  the 
sTeetest  g?)ins  occurred  in  such  "Vulerable"  Industries. 
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Our  "Industr3'  Studies"  have  not  progressed  sufficiently  to  say 
at  this  time  Whether  the  other  Urban  Section  of  Eagerstomn  and  the  Rural 
Indusirial  Section  H-5  (Garrett  and  Allegany  Counties)  will  show  nositive 
or  negative  Sectional  Depiartures» 

'J.'hile  we  have  had  a  great  deal  to  say  about  Criteria  and  De- 
nartures  in  chapter  7  of  Part  III,  ive  believe  we  are  now,  in  the  light  of 
the  preceding  chapters  of  Pert  IV,  i""  a  much  better  position  to  recognize 
the  significance  of  the  materiel  presented  in  the  rest  of  thip  chaptei 
which  will  relate  entirely  to  Criteria  and  their  uses. 
Criteria  and  Their  Uses_: 

T7.0  kinds  of  Criteria  are  used  in  our  studies: 
Industry  Criteria 
Sectional  Criteria 

Sectionalization  defines  the  Economic  Sections,  the  Predominant 
Industries  of  such  Sections,  and  shows  the  relative  im^Grtence  of  the  In- 
dustries in  such  Sections.   Collectively  the  Predominant  Industries  of 
all  Sections  fall  under  20  Industri?!  Group  Classifications. 
Industry,-  Criteria  : 

The  National  trends  of  eraploynent  in  each  of  these  twenty  In- 
dustries is  knovm  es  the  "Industry  Criteria"  of  each  Industry.  These 
continuing  trends  have  been  established. 

Subclassifications  have  been  established  for  the  20  Predominant 
Industry  Grouns.  There  are  a  total  of  280  subclassifications  for  the  20 
main  groans.  Continuing  national  erapIo^,'ment  trends  of  these  280  Industry 
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subclEssificetions  have  been  established.   Thus  e- ch  Predominant  Industry 
is  coranosed  of  a  number  of  subclassif ications  v;hich  ^e  refer  to  as  sub- 
industries. 
Industry  De-iartures: 

The  denotion  (dIus  or  minus),  of  the  sub-industry  trend  from 
the  trend  of  its  Predominant  Industry  is  known  ss  the  "Industry  De- 
parture" of  such  sub-industry.  Thus  if  in  ?^  selected  time  period,  em- 
plo^TTie'^t  in  p  Predominpnt  Industry  Group  has  increased  40^,  while  in  the 
same  period  one  of  the  sub-industries  of  the  frrouo  has  declined  lO^o,    the 
sub-industry  is  Sr.id  to  have  a  "Negative  Departure"  of  -50>  (the  algebra- 
ic difference  of  the  two  trends.) 
Industry  Stability: 

The  sub- industries,  of  a  Predominant  Industry  Group,  which  for 
any  selected  time  period,  show  positive  departures,  are  said  to  be  gain- 
lag  "IndUb!;!-/  Stcbili  Ly'  ^hi.le  t.ho?fc  ^ub-idduKtvies ,  which  for  che  s.aiae 
period  show  negative  departure?,  ?.re  said  to  be  losing  'Industry  Stability." 
The  relative  stability  of  the  various  sub-industries  of  a  "Predominant  In- 
dustry GrouT,"  for  any  time  period  is  thus  expressed  by  their  relative 
"Industry  Departures."  Thus,  inste=?d  of  expressing  the  trends  of  sub- 
industries  directly  v/c  express  such  trends  in  every  case  as  a  departure 
from  =-.  common  norm  or  criteria  -  The  Industry  Criteria.   In  Mathematical 
p=rl«'nc-'5,  we  ttc  erpressing  one-  Variable  (the  relative  Stability  of  the 
Sections)  as  a  "function"  of  another  Variable  (the  Industry  Criteria). 
But  a"  vlll  be  seen  l°tcr  a  large  number  of  other  Variables  will  be  ex- 
presned  as  other  function;^  of  the  Industry  Criteria.  The  need  of  such 
procedure  is  evidf^int  and  h&nce  the  use  of  the  Industry  Criteria. 
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Sectional  Labor  Supply  and  Demgnd: 

Supply:   Assume  the  Base  Pattern  of  a  selected  Section  to  be 
shown  below  for  two  Census  Years  1930  and  1940.^ 

Gainfully  Occupied 


'qy  Numbers  and  Percent  of  Total 

1930 


1940 


A  -  4000  -  40 

B  -  2000  -  20 

C  -  1000  -  10 

3000  -  30 


2000  -  22 

3000  -  33 
1500  -  17 
2500  -  23 


10000  -  100   9000  -  100 


Productive  Industry 

Productive  Industry 

Productive  Industry 

Other  Productive  Industries 

Total  Productive  Industries 

From  these  data  may  be  calculated  the  following  trends  for  the 

period  1930-1940. 

Occupationsl  Trends 

Productive  Industry 

Productive  industry 

Productive  Industry 

Other  Productive  -Lndustries .      -  -  _. 

Tot'jl  Productive  Industries       -  -   .  10 

These  are  called  "Occupational  Trends"  and  indicate  the  ten- 
dency of  changing  labor  supply  under  the  Industry  Classifications  shown 
for  the  1930-1940  period.  The  difference  in  "Occupational  Distribution" 
of  the  three  Predominant  Industries  (40,  20,  10,  in  1950)  and  22,  33,  17 
in  1940  will  be  noted. 


1930   - 

-   1940 

A  - 

- 

.50 

B  - 

\ 

.50 

C  - 

1 

.50 

lustries . 

- 

- 

.17 

(1)   As  with  all  "parts  of  our  economic  structure,"  the  Section  boundaries 
Hn^   the  Section  Patterns  continuously  change.   Consequently  the  nation 
Tiust  be  "re-sectionalized"  every  10  years,  on  Census  Years.   In  assum- 
infr  the  time  period  1930-1940  the  year  1940  is  presumed,  of  course,  to 
hove  tiassed. 
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Demand:   The  changing  labor  demand  in  the  Section  for  the  same  period  is 
indicated  by  trends  of  employment  ("Employment  Trends")  in  the  same 
classifications  as  shown  under  "Supply*"  These  trends  are  established. 
Relationship)  of  Supply  to  Demand : 

Obviously  this  relationship  is  continuously  changing  in  the 
Section  as_  a_  whole,  and  also  in  each  of  the  industry  Classifications. 
It  is  apparent  that  as  the  supply  changes  in  the  Several  eiassifications, 
the  "Occupational  Distribution"  must  change;  and  as  the  d emand  changes  in 
the  Several  Classifications,  the  "Emplo3-Tnent  Distribution"  must  change. 

Again  obviously,  if  at  any  time  the  demand  in  any  Industry  Classi- 
fication of  a  Section  exceeds  its  supply,  the  excess  demand  must  be  supplied 

from  another  Section.   (The  Bethlehem  Steel  operation  in  Baltimore  County  is 

,(i) 
a  case  in  point,  the  excess  coming  from  B::ltimore  City.)    On  the  contrary 

an  excess  of  supnly  over  demand  in  any  Industry  Classification  is  indicative 

of  unemployment  in_  that  classification. 

Wlien,  in  any  classification  of  a  Section,  the  "employment  trend" 
is  related  to  the  "occupational  trend",  "negative  departure"  of  the  for- 
mer from  the  latter  "indicate"  unemployment.   The  significance  of  coraoar- 
inp  such  departures  for  the  same  Industry,  in  different  Sections  is  evi- 
dent.  Such  conditions  are  definite  influences  affecting  population  shifts. 
Sectional  Criteria : 

A  Sectional  Criteria  is  a  cormosite  of  the  National  Trends  of 
the  Predominant  Industries  (Industry  Criteria)  of  the  Section  weighed  ac- 


(1)  The  Industry  Study  of  Blast  Rirnaces  and  Steel  Rolling  Mills  shows 
the  "demand"  in  1930  to  {greatly  exceed  the  "supply"  in  Baltimore 
County.   (Note  the  numbers  occupied  in  "Blast  Furnaces  and  Steel 
Rolling  Mills,"  as  ehovm  in  the  hnse   Pattern  of  Section  I-£  (Balti- 
more County)  and  B-ltiraore  City.) 
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cording,  to  the  "Occupational  Distributior"  of  these  Ira..stries  in  1930, 
the  heginnins-  of  the  1930-1940  period.   Consecuently,  since  the  "Industry- 
Criteria"  are  emplojTnent  (not  occupational)  trends,  the  Sectional  Criteria 
n^y  be  said  to  represent  the  employment  trend  of  the  Section  in  cases  where; 

1  -  The  "Occupational  Distribution-^"  counls  the  "Erritiioyment 
Diouxibution." 

and  ^here: 

a  -  None  of  the  "pTGdominant  influstries"  are  gsining  or 
losing  "Inciustry  Stability."^-' 

As  Y:e   are  cuite  aware  that  ni  such  conditions  as  the  two  men- 
tioned can  exist,  except  by  chance,  a  vej-y  remote  chance  at  that,  we  can 
nov?  nroceed  to  "cojicct  the  Criteria  for  departures." 
This  is  done  in  tvro  stens: 
Sectional  Departures: 

First;   still  assuming  the  Occupational  Distribution  to  eci^ual 

the  Employment  Distribution,  construct  an  occupational  trend  which  is  a 

(2) 
comnosite  of  the  local  trends    of  occupations  in  the  Predominant  Indus- 
tries of  the  Section.   If  this  trend  is  plotted  and  related  to  the  plot  of 
the  Sectional  Criteria,  its  departure  [Sectional  Departure)  at  the  end  of 
our  time  neriod  (1940)  will  be  found  to  equal  the  algebraic  sum  of  the 
"Industry  Departures"  of  the  Several  Predominant  industries  of  the  Section 
at  thf^  end  of  the  same  time  period  (1940)  thus  the  Sectional  Departure  Is 
eynressed  in  terms  of  the  -industry  Departures  which  caused  it  (a  causal 
detenr.ination) . 

'n~)      The  use  of  the  "national  trends"  of  the  -Predominant  Indu stries  (see 
descriotion  of  "Sectional  Criteria"  at  the  beginning  of  Caption)  de- 
notes this. 

(2J  The  local  t  end  of  a  predominant  -industry  is  the  Composite  trend  of 
the  "Report ine  Plants"  of  such  Industry  as  obtained  from  the  Bureau 
of  Labor  Statistics  Series.  For  examole  the  Maryland  Bureau  of  La- 
bor Stfitlstics  Series. 
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Second:   If  now  we  olot  a  third  trend  which  will  be  constructed 
in  the  sane  way  as  the  second  trend  (the  first  trend  being  the  "Sectional 
Criteria"),  except  that  in  making  this  third  composite  trend  we  shall 
"weight"  the  several  Predominant  Industries  by  their  "Employment  Distri- 
bution" rather  than  by  the  "Occupational  Distribution"  used  in  the  Sec- 
tional Criteria  and  also  in  the  second  or  occupational  trend,  \^e   shall 
see  that  it  Trill  depart  from  the  second  curve  in  1940.   V/e  csn  convenient- 
ly think  of  the  cause  of  this  last  Departure  as  the  difference  between  the 
"Occunationel  Distribution"  and  the  "Employment  Distribution"  of  the  Pre- 
dominant Industries  of  the  Section. 

Thds  third  curve  is  the  true  demand  trend  of  the  Section  and 
can  now  be  compared  with  the  supply  trend  (the  Occupational  trend)  des- 
cribed under  the  caotion  "'Supply." 

In  constructing  this  employment  trend  curve  the  same  J-ndustries 
must  be  included  as  those  show"  in  the  Base  Pattern  of  the  Section.   Ihus 
in  the  ass'amed  Section  described  on   page  82,  employment  in  Industries  A, 
B  and  C  must  be  included  in  the  eiTployment  trend  of  the  Section,  even 
though  the  onerations  of  Industy  A  lie  in  another  Section.   Thus  the  em- 
T3lo:rnier,t  tpsnd  of  "Blast  Farnaces  and  Steel  Rolling  Ydlls"  must  be  in- 
cluded in  the  eranloyment  trend  of  the  Urban  Section  of  Baltimore  even 
though  this  operation  is  located  in  another  Section.   (Rural  Industrial 
Section  1-2. ) 

In  cases  where  one  of  the  Predominant  Industries  is  located  in 
another  Section  than  the  one  under  consideration  (assume  Industry  A  in 
the  Ssction  discussed  on  page  82,  lay  outside  the  Section)  a  fourth  trend 
is  plotted  identical  v;ith  the  third  plot  e/cent  that  nov;  this  plot  is  a 
composite  of  the  two  Industries  C  and  D  and  the  "Employment  Distribution" 
of  thftse  tT;o  Industries  in  1930  is  used  thus  establishing  employment  trend 
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in  the  local  Industries.  Obviously  when  this  trend  is  related  to  thst  of 
the  third  nlot,  the  relative  trend  of  all  the  Industries  on  which  the  Sec- 
tion's workers  defend,  snd  the  local  Industries  on  which  they  defend  is 
established. 

Evidently  ve   might  hai^e  plotted  this  demand  cui-ve  directly  and 
determined  thus  the  total  Departure  from  the  Criteria  but  we  would  have 
no  knowledge  of  the  causes  o:  the  totsl  Departure.   In  our  two  steo  method 
however,  re  differentiated  the  tvo  causes  of  Departures.   The  J-ndustry  De- 
partures were  the  "cause"  in  the  first  case  and  differences  i'n  Occupational 
and  Emnlojnnent  distributions  were  the  cause  in  the  second  case. 

The  only  reason  for  doins-  this  is  for  convenience  in  our  analyti- 
cal processes.   The  two  causes  which  have  been  treated  as  though  they  were 
separate  are  not  separate,  for  as  v;e  have  shown  before,  the  "change"  in 
"Imnlojment  Distribution"  is  caused  by  the  changes  in  Industry  Stability, 
and  therefore,  in  reality  there  is  only  one  cause,  the  relative  Industry 
Stability  of  the  loc^l  Industries  of  the  Section. 

In  some  cases,  however,  it  is  convenient  to  think  in  terms  of 
"distributions  change"  and  in  some  cases  in  terms  of  "Industry  Stability 
Change,"  always  realizin?'  that  the  former  is  a  function  of  the  latter,  and 
by  the  use  of  the  metho'!!s  described,  c^^n  be  expressed  in  terms  of  the  latter. 
Sectional  St- bility: 

This  too  is  s  relative  term,  just  as  was  the  term  "Industry  Sta- 
bility." It  will  be  remembered  how  one  expressed  changes  in  the  industry 
StPbility  (^ains  or  losses)  by  industrj-  Denarturt-s  (plus  or  minus)  from 
the  sr-vcral  Industry  Criteria.  So  ii  the  case  of  the  Sections  do  wu  ex- 
i-jt-'-sr  th'.'  T'.lative  Stability  of  the  Sections  in  terms  of  their  Sectional 
DoDsrturee  from  the  Several  Sectional  Criteria.  The  use  of  Sectional  Cri- 
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teris    is   thus   indicated. 

■"'e  have  stated  that    the   changing   demand   for   labor    in  any  Section 
is  indicated  tj  the   Emplostnent    trend    of  such  Section;   that   this  Employment 
trend   c?n  be   expressed    in  terras    of   the   Sect  ional   Grit  erion   of  such  Section; 
corrected  for  local  departures;    thrt   a  Sectional   Criterion   can  be   expressed 
in   terms   of  the    Industry   Criteria    (corrected  for  loc?l   departures)    of  the 
vsrious  Predominant   Industries  of   such   Section.      The  purpose  of  all   of 
this    is  to  relate  the   chaneinr  demand   for   labor    in  a   community    (the   Section) 
to   the    changing   danands  for   labor   of  the   several  local   Industries    (    the 
Predominant    Industries  of   the   Section);    to   then   relate,    in   each  of  these 
local   Industries,   this  ch'jnging   labor  denand   to  the   changing   product   de- 
mand,   the    changing  wages  and  the  changing  value  of  Products    (by  means  of 
the   Industry  Studies  and   the  Technical  Studies);    having  established  these 
relationships,    to  determine  the  csuses  contributing   to  any  observed  change 
(by  means    of  the   foiir  types   of   "Studies");   and  then,   by  means    of  the   in- 
terrelationships described   in  this  chapter  bttween   Industries  and   Com- 
munities,   to  determine  and    evaluate  resultant  affects. 

As  8    conclusion  to  this  chapter  Vie  revert  to   the   subject   of 
labor   supply  and   the   labor  demand   of  a  Section  and    their  relationship. 
the  preceding  paragraph  has  dealt   solely  with  factors  relative  to  the 
labor  d  rmnnd   of  g   Section.      It   is  not  v.'ithin  the  province   of  Pert   IV  to 
diecuss  the   factors  pertinent   to  the  changing  labor  supply  of  Sections. 
This  must  await  e   l«ter  publication. 

ThvjuTb  thir,  relp-t  ionnhi  ^  between  supoly  and  demand  is  continuously 
changing  8s  supoiy  rjnr',  d.^rnend  severally  change  in  apparently  unrelated  ways, 
these  two  are   not  unrelated,   they  are  verj    definitely  related  and  there  can 
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be  no   oharife   in  the   one    without   a   resultant    change  in  the   other.      Hence 
as  T.-e   develop  the   so  called   "Industry  Steadies"  they   largely,    because  they 
show  resultant  effects   on  State,    County  and  City  revenue,    on    income   of 
their  residents  and   on  the    interrelationships  between  the  Stability   of 
the   Various  Sections,   show  many  of   the   causes   of  the   changes   in  labor  sup- 
ply of  the   Sections. 
Marke t  Stability: 

"^e  have  previously  coranBnted  on  the  two   "kinds"   of  markets  con- 
sidered in  the   Industry  Studies,    namely   Industry  Markets  and  Consumer 
Markets.      One  of  the   imnortant  uses   of  the   Criteria   is   to   continuously  in- 
dicate the   changing   stability''   of  the   rtBrkets  to  which   the  Predominant  Pro- 
ducts  of  a  Section  move.      The    Industry  Criteria    corrected  for  departures 
show  the  changing  stabilitj-   of  the    Industry  Markets  and  the  Sectional 
Criteria,    corrected  for  departures   show   the  changing  stability  of   the 
Consumer  Market s . 
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CIiAFTEFt   7 

SmMAJilES   OF  SEVEFiAL  INDUSTRY  STUDIES:      CLOTHING  -   FERTILISER   - 
BLAST  FURNACES  &  STEEL  ROLLING  MIILS  -    GOAL  -  RA.YON  -  PORT  OF  B/lTEvIORE 


As  the   chapter  topics   indicate,    five   of   the   six   Industries  dis- 
cussed in   this  chapter   are  "Productive   Industries"  and   one   of   the    six, 
the    "Port   of  Balti.-nore"   is  an   "Extra-Sectional   Service"   Industry. 

The  v^^rious    "Industry  Studies"  which  have  been   nade  and   others 
to  be  made   in  the  continuous   economic  survey  of  Maryland   may  be   classi- 
fied under  tw.7  heads   or  categories: 

1.  -   General   Studies 

2.  -   Local  Studies 

A  general  study  of  an    Industry  may  be  defined  as  one  whose   scope 
encompasses  the  national   field   of   the   Industry.      It    is  concerned  primarily 
v'ith   the   predomina-'t  products   of   the  Industry,    the  more   important    produc- 
tive areas   engaged  in   the    extraction   or   fabrication   of  such   products,    and 
the  more   important  markets  and   kinds  of  markets  to  which  these  products 
movei 

A  local  study  of  an   Industry    concerns   itself   priraarily  only  with 
the  predominant  products  produced  in  the  local  area   under  consideration. 
It   ?rlso  quite  definitely  concerns   itself  with   competing  productive  areas 
of  these  nroducts,   v;herever  these   competing  areas  may  be  located,    and  with 
the   more   imnortsnt  markets  .<5nd  kinds  _of_  markets  for  these  locally  produced 
nroducts.    .Obviously,    therefore,    a   general  study  of  the  kind   indicated  may 
or  mny  not  contribute  materially  to  t}ie  "diagnostics"  of   some   local  opera- 
tion.    Generally  speaking,    if  the  local  operation   is   of  sufficient  magni- 
tude -'is   to  giv   it  a  national  signific-' nee,    a   "general   study"   of   the   In- 
dustry to  which   the-  local  operation  belongs  will  contribute   to  the   "diag- 
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'^ostics"  of  the  locsl  Industrj'.   Otherwise  it  will  not. 

Of  the  six  "Industry  Studies,"  three  are  "General  Studies": 

Coal 

Rayon 

Port  of  Biltimore 

while  three  are    "Local  Studies": 

Clothing 

Fertilizer 

Blast  Furnaces  &  Steel  Rolling  Mills 

Now,  of  the  six  Industries  enuTierated,  four  -  the  Port  of  Bf:lti- 
more,  Clothing,  Fertilizer,  and  Blast  Furnaces  '.■.   Steel  Rolling  Mills  -  be- 
sides being  extremely  i.-mortsnt  to  their  "Sections,"  have  a  major  signi- 
ficence  to  the  economy  of  the  State,  if  onlj^  because  of  their  magnitude. 
Or.  the  other  hand,  two  of  the  Industries,  while  having  great  sectional  ira- 
T^ort?nce,  are  relstively  of  sriHll  imuortance  to  the  State  as  a  whole. 

The  coal  Industry  relates  to  Section  H-5  and  Rayon  to  the  Urban 
Sectio'^,  Catiberla'^d.  The  four  remaining  Industries  relate  principally  to 
the  Industrial  area  of  Baltimore. 

In  the  summaries  of  these  six  "Industry  Stc.dies"  which  are  to 
follow,  certain  parts  of  the  studies  have  been  emphasized,  while  other 
parts  have  been  almost  or  completely  ignored.  It  is  believed  that  Chap- 
ters 5  and  4  indicate,  hith  sufficient  completeness,  the  reasons  for  the 
eainhasis.  But  eve''  if  these  chapters  fail  in  this  respect,  the  economic 
significance  of  emphasizing  those  parts  which  have  been  emphasized  would 
now  seem  to  be  rather  obvious,  even  to  one  not  familiar  with  the  methods 
of  the  continuing  economic  survey. 
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Abbreviations   for  the   biblioffraohic   references  used   in  the   sum- 
rasries  are  given   below: 


Industry 
Coal 

Rayon 

Port  of 
Baltimore 

Clothing 

Fertilizer 

Blast  Furnaces 
and  Steel  Rolling 
Mills 


Industry  Study 

Tlie  Bituminous   Coal 
Industry  with  a   Sur- 
vey of   Competing  Fuels 

The  Rayon    Industry'- 

A  Preliminary  Economic 
Analysis  of  the  Shipping 
Industry 


Author 


Abbreviation 


W.C.   Trapnell  Coal,   T.   &  I. 

Ralph   Ilsley 


W.C.   Trapnell  Rayon,    T. 

James  M.S. Waring   Shipping,    W. 


Men's  Clothing   Industry  A.   A.    Imberman  Clothing,    I. 

The  Fertilizer   Industry  A.   A.    Lmberrasn  Fertilizer,    I. 

The   Iron   and  Steel  Harry  A.   Gri^.e  Steel,    G. 
Industrv 


The  summaries  of  the   six   Industry  Studies  follov 
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TIIE  CLOTHII«J   INDUSTRY 
(A  Local  Study)    ''-^' 
Reason   for  Study:      Observation   of  EmplojTiient   Indices   in  Clothing,    both- 
State  and  JiTational    (B.L.S.   Series)    indicated  a   delayed  recovery  of  Mary- 
land employment. 

The  Indications   of  the  Study 
The  Predo-ninsnt  Product:      Lov;-priced  men's   clothing. 

Plant  Locations:  Higlily  concentrated  in  Baltimore  City.  Indications  of 
plant  shifts  from  Baltim.ore  to  outlying  localities  in  the  State  .  In- 
dications   of   cessation  of   shift^^'. 

Secular  Characteristics:      Employmesit   declined  steadily  prior  to   1930. 
Note  decline  of   about   iOvo,    1925-1929    in  Iwaryland   as   compared  to  no  de- 
cline  in  national   clothing  for  the   same  period        .      (Maryland    thus   shOTPed 

a  negative   "secular  departure"   in   employment    of  19.65^}. 

(4) 
Cyclical  Characteristics;  In  the   '29- '27   cycle,    the   "recession"   of 

national   employment    in  men's  clothing  vias  13.7/i   (employment   86.3^  of    '29 
employment).     The  "recession"   of  Maryland  employment   in  men's    clothing 
for  the  same  period  was  15.2;^,     Maryland  employment   thus  showed  a   small 
negative  cyclical  departure  for  the  period.     But   in  the  recovery  phase  of 
the    '29-'37   cycle,    national   em.ployraent  rose  16.6'/o,   while  Maryland  clothing 
rose  only  8.5^.     Maryland  thus   showed  a  "negatlYe  departure"  of  8.1^  in 
its   "recovery." 

Ce^jses  Contributing^:      Imbermsn,   while  he  cites  several   contributing  causes, 
such  as  Union  restrictions  on  types  of  garments   produced  in  Baltimore^^    , 


(1)      For   »l1   bibliographic   references,    see  exnlanat ions  at   end   of  summary 
on  this   industry. 
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defines  the  major  cause  of  the  poor  recovery  characteristic  in  employment 
as  plant  migration^   .   He  reaches  a  definite  conclusion    that  migration 
from  Baltimore  has  stonped,  and  clearly  states,  or  at  least  imTlies,  that 
such  migratio"  as  did  occur  was  not  ascrlbable  to  any  generically  unfa- 
vorable condition  peculiar  to  Baltimore. 

Influences:   Labor  costs  appear  as  a  fairly  high  percentage  of  the  unit 

■6) 
costs  of  the  garments,  from  28  to  3?,l>'  '.   This,  together  V7ith  the  magni- 
tude of  the  Industry  in  Maryland,  makes  any  influence  reacting  on  labor 

(9) 
costs  one  of  great  importance.   Therefore,  either  "Political  influences"^ 

or  "Industrial  Influences"     v?hich  regulate  wages  or  hours  assume  a  major 
significance.   Consequently,  in  the  case  of  the  Clothing  Industry  of  Mary- 
land, "Political"  and  "Industrial"  influences  are  considered  of  predominant 
importance  amo'^g  the  five  types  of  influences. 

Ki-^d  of  Markets;   In  this  -i-ndustry,  the  "kind"  of  market  falls  under  our 
classification  of  "Ultimate  Consumer  Mar ekts."  Tlie  geographic  locations 
of  markets  for  Maryland  clothing  are  very  widely  distributed  throughout 
the  country^  ' . 

Competitive  Products:   In  this  -industry,  the  types  or  categories  of  low- 

(12' 
priced  men's  clothing  are  defined  by  the  trade  with  considerable  precision 

and  these  categories  serve  to  define  the  "types  of  competitive  products" 

which  Baltimore  or  Maryland  clothing  meets  in  its  various  markets. 
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Blbliogrsphic  References  -  The  Clothing  Industry 

(1)  Clothing,  I. 

(2)  Clothinr,  I.,  p.  37. 

(3)  Clothing,  I.,  p.  143. 

(4)  Clothing,  I.,  Lxhibit  1. 

(5)  Clothing,  I.,  pp.  1S8,  147. 

(5)   Clothing,  I.,  Exhibit  1;  also  pp.  20,  141,  148. 

(7)  Clothing,  I.,  p.  148. 

(8)  Clothing,  I.,  p.  89. 

(9)  Regulatory  legislation  such  as  the  Wages  &  Hours  Act 
and  w^ocial  Security  legislation  fall  under  our  classi- 
fication "Political  Influences."  Union  regulations  relat- 
ing to  wages  and  hours  fall  under  our  classification, 
"Industrial  Influences." 

(10)  Same  as  (9) . 

(11)  Clothing,  I.,  p.  21. 

(12)  Clothing,  I.,  p.  128. 
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THE  FSETILIZER    IKLUSTKY 
(A  Local  Study)    ^'^' 
ReasQi"   for-  Stud;^.      Observaticn  of  the   ''tecr.nicai  study''   of  the  fertilizer 
industry   indicated,    fir^rt,    the   desirability  cf   increasin£^   plant   food  con- 
tent  of  fertili'?3rs  for  economic   reasons;    2ndj    the  availability  of  tech- 
nological  nrooasses   for   p:.-'oducing  higher  concentrations  at   lower  costs 
per  unit   of  nlent   feed.      Whrt   the   trade  I<nov;3  as  a    complete   fertilizer 
contain?   three  types   of  plsnt    foods    (nitrates,    phosnhates  and   potash), 
Ii   1920.    the   nlant   food   core  ent  rat  ion   of  an  average  mix  was  about   14;^; 
that    is  to   say,    each   short   ton   of   fertilizer  contained   280   nounds  of  these 
plsnt    food  ingredients.      The   average  mix  at  that  time  was   Imown  to   the 
trade  as  a   S-8-2  mix,    indicating  that   of  the    14:fo  plant   food,    Zfo  was  ni- 
trates,   Bfo  phosphates,    and   Sfo  potash.      The   trend   of   increasing   plant   food 
concentration  has  been   from  about   14.}o  in   1920  to  about   18;/o   in   1930^    '  . 

The   Indications    of  the   Study 
The  Predominant    Products:      Superphosphate;    Mixed   Fertilizers.      Actually, 
superphosphate  is   essentially  the  only  manufactured  product    in  this   indus- 
try,    Tl'.e  nreparation   of   mixed   fertilizers   is   not  a  manufacturins;  process, 
but  3   mixing   process.      V/hile   the  concentration  of  mixed   fertilizers  has 

increased,    as  stated  above,    from  14;b  concentration  to  20fo  concentration, 

(3) 
t>"e  concentration   of  the  phosphate  content  has  not    increased  as  rapidly^*^ 

but  has  tended  to  adhere  to  what   the   trnde  Icnows  as  standard  superphosphate 
containing  abait  16  to  Ica  available  phosphoric  acid'    ',    the  bulk  of  which 
is  ap.f\e  by  what    is  knov^    in   the   trade  as   the   "west   process."     The  technol- 
ogical studies   indicate  that  technical  methods  a:e  now  available  for  making 

(1)      For  all  bibiiopTsphic  references,    see  explanation  at  end    of  this  sum- 
mary. 
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more  highly  concentrated  superphosphates  by  both  the    "wet  process"   and 
other   processes. 

Plant  Locations:      The  principal  plant    locations   of  the   fertlizer   industry 

(5) 
are   mdicsted   in  the   industry  study 

Secular  Characteristics:      Imberman  shor,s   that  Maryland  has  for  a   number 

of  years  been  the  largest   fertilizer  producing   state   in  the   nation,   both 

(6)  (7) 

from  a  oroduction         and  an   employment  viewpoint.      Their   first   place 

in  production  applies  to  both  products  -   superphosphate  and  mixed  ferti- 
lizer, 

Gyclicel  Characteristics:      In  the   '29- '37    cycle,    the   fertilizer   industry 

(8) 
^owed  good  cyclical  characteristics.     In  the  case  of  production         i\fery- 

land  fertilizer   fell  to  a   "recession   low"   of   72,97o  as   contrasted  ¥;ith  a 

national   "recession   low"   of  55.85^,    thus  showing  a   good  positive   departure 

for  the   "recession   low."      In  recovery,  Maryland   fertilizer  had  recovered 

to   7''. 3'^   i^    1935  as   contrasted  with  a  recovery  of  69*3%  in   national  ferti- 

(9) 
lizer  production.      In  the  case  of  emnloyment        ,   Maryland   fertilizer   showed 

a   slight  negative  departure   in   its   "recession  low"    (56. 7>  as   compared  with 
62.4^  for  the  nation).      Its  recovery  characteristic    showed  practically  no 
departure;    it  very  closely  naralleled  that   of  the  national  characteristic. 
Causes   Contributing:      Imberman   points   out    that   the  large  volume  of  super- 
phosphate nroduced  in  Maryland  in  part  accounts  for   the  sustained  demand 
for  Maryland    fertilizer   in  recessions,   because  the  demand   for  this  product 
does  have  ^   notably  higher  stability  than   that  for  mired   fertilizer.     An- 
other 8"d  very   important   cause    is   the  higher   stability  of  Maryland  markets 
for  mixed   fertilizer.     A  larre  part  of  f.lary land's  proi^.uction  moves  to  the 
Northeast  Atlantic  States,   notably  New  ^orl<,    Pennsylvania,   Maryland,   Mnine, 
Massachusetts,  New  Jersey.      In  the   '29-'37  cycle,   tho  consumption  of  ferti- 
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lizer  nationally  dropped  to  a  "recession  low"  of  54.4,  while  the  lowest 
"recession  low"  of  the  states  named  occurred  in  Pennsylvania  and  was  only 
7?. 6    .   That  is  to  say,  the  stability  of  demand  for  Maryland  products 
is  in  part  due  to  the  predominant  importa^-'ce  of  the  production  of  super- 
phosphate and  i^n  part  due  to  the  stability  of  the  markets  to  which  the 
Maryland  fertilizer  moves. 

Influences:   Influences  on  labor  costs,  whether  "political"  or  "industrial" 
are  relatively  unimportent,  because  labor  costs  are  only  about  6.35^  of  the 
linit  costs  of  these  products    .   The  industry  will  undoubtedly  in  the 
future  avail  itself  of  the  developed  technology  directed  to  producing  the 
more  concentrated  superphosphates  at  lower  costs  per  unit  of  plant  food 
content.   To  accomplish  this,  however,  the  industry  will  have  to  make  ap- 
preciable capital  expenditures.   While  there  are  certain  exceDtions,  the 
corporate  studies  of  some  of  the  major  producers  in  the  fertilizer  indus- 
try do  not  shoT;  and  have  not  shovirn  very  good  records  of  financial  stability. 
As  the  ability  of  a  corporation  to  avail  itself  of  developed  technology  de- 
pends in  large  measure  on  the  financial  stability  of  s  corporation,  it  v.'ill, 
7/e  presume,  be  evident  that  t?vO  of  the  influences  of  very  vital  importonce 
to  the  future  of  the  Maryland  fertili7:er  industry  are; 

Technological  Influences. 

Corporate  -i-nf  luences . 
KJT'd  of  ?'/Iar'.c6ts:   In  this  industry,  the  "kind"  of  market  falls  under  both 
classifications,  the  mixed  fertilizer  moving  to  "ultimate  consumer  mar- 
kets," while  the  sunerphosphate  moves  to  "Industry  m-'rkets,"   (Maryland 
superphosphates  move  to  the  dry  mix  plants)  ^^'. 
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BLAST  FUI."ACES  &  STiLEL  RJLLDrc  MILLS 
(A  Local  Study)    ^^^ 
Reason  for  Study:      Ocservation  of   em-oloyment   indices   in  this    Industry  - 
both  State  and  Nationsl    (B.L.S.   Scries)    -   indicated  a  more  rapid  recovez-'y 
in  Jifer^'land   compared  with  the  National   Industrjr. 

T:-:e   Indications   of  the  Study 
The  Predominant   Products:      The  predominant  products   of  the  Maryland    Indus- 
try are,    in  a    group,    generally  classified   among  "lighter  Steel  Products." 
In   1936,    the  predominant   products   of  the  Maryland   operation   in  the   order 
of  their  predominance  T7ere:      Plates,    Tin   Plates,    Sheets,    \Vire  Rods.      These 
four  ■oroducts  representing  over  70%  of  the   tonnage  production   of  the  Mary- 
land  operations^    ' . 

Plant   Locations:      The  Ivlaryland   plants   of  this    Industry  are,   with  minor   ex- 
centions    e'-'.tirely  concentrated   in  Baltimore   County. 

Secular   Characteristics;      The  Steel  Industry'  of  rferyland  nearly  reached  a 

(3) 
DOint   of  extinction   in   the  early  eighties^      .      it   then  began  a  period  of 

ren=^:issance   in  1887  at   the   time   of  the   construction   of   the  Maryland  Steel 

Company's   plant    at   Steelton   in  Baltimore   County.      This   operation  raised 

Maryland's  position   in  the  industry  to  that   of  the   ninth  producing 

(4) 
state        .      In   1915,    the  Bethlehem  Steel   Corporation  acquired  these   oroper- 

ties  -nd  has   steadily  increased  plant  capacities,  so  that   now  the  Bethle- 
hem's Maryland   operation   is  among  the    first    ten  of  the  plants   of  the  country 

(5) 
engaged   in   the   production  of  pi?,  iron   nnd   rolled  steel   products 

Cyclical  Char'.-cteristics:      From  the   standpoint   of  employment,    production 

and  wf/?es,    this  Maryland    Industry  has  shown  strikingly  good  cyclical 


(1)      For  all  bibliofTaphic  references,    see  explanation  at  the   end   of  this 
sunmary. 
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characteristics   durin^^  the    '29-'37  cycle'    '.      It  may  be  noted  here  that 
in   19?7 ,    emplojinent    in  this  Maryland    Industry  rose   to  163ft  of   its    '29 
eraplo:.^ent,    as   contrasted  yith  a   rise   in  the  national   industry  to   llB/i. 
in   the   same  year.      Thus,    the  Maryland  Industry  showed   extroiaely  high  posi- 
tive departures   in  the    '29-' 37   cycle.      The   importance  of  this  will  be  evi- 
dent  because  of   the  magnitude   of  emploj-ment   in   this  Maryland    Industry. 

( 9  1 
The  1930   census   showed  about   13,030   gainfully  occupied   in  this   -i-ndustry^  '  ' 

Causes   Contributing:      The  causes  contributing  to  both   the   secular  expansion 
and   the   pood   cyclical  perforinance   of  this   Industry  seemed   to   centralize 
very  definitely  on   the   corporate  policies  and   the   corporate   stability  of 
the   Bethlehen  Steel   Corporation.      It  has   concentrated  more  and   more   on 
the  production  of  the   more  stable  and   expanding   lighter   steel  products, 
and    it  has   concentrated   its  production   in   these  products  more  and  more  in 
the  Ivferyl^nd  operation*^'.     The  policy  of  the  Bethlehem  Company  in  con- 
centrating its  operations    in  the  production  of  certain  lighter   steel  pro- 
ducts  in  Maryland   plant    is    show"    in  the    Industry   study'^^.      This  expansion 
of  production   of  these  products   in   the  Bnltimore    operation    can  be  attri- 
buted to  the  verj^   comTlete  modernization  of  these  plants,    involving  large 

(10) 
canital   investments^        . 

Influences:      Largely  because  of  the   riEgnitude  of   this   operation  and    its 

ertreme   imnortance  to  the   economic  status  of  the  Baltimore  Industrial 

Area   and  the  State,    the   continued  observation  of  all  five  of  the   influences 

assumes  ar    importance.      It  may  be   said    in   regard   to  the  physical   influences 

that   these  operations   utilize  almost   exclusively  foreign   ores  from  mines 

in  Chile  and  Cube.      These   are  high  grade,    low  cost  ores   from  operations 

or--ned   or  controlled  by  the  Bethleheii  Steel  Corporation  . 
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Kind  of  Markets:  All  of  the  predominant  products  of  this  operation  move 
exclusively  to  "Industry  markets." 

CoiE'r'etitive  Products:   The  competitive  products  met  by  the  different  pre- 
dominant products  in  the  various  Industry  Markets  have  fceen  established 
with  reasonable  precision. 

Bibliographic  References  -  Blast  Furnaces  and  Steel 
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COAL 
(A  General  Study) 
Reason   for  Study:      An  observation   of  the  general  study  of   coal   indicated, 
first,    the   eztent   to  which  bituminous  coal  had  lost    competitive  position 

in  the  fuels   group;    and   second,   a   loss   i'-'   competitive  position   of  the 

{2) 
Somerset-Meyersdele  and  Cumberlend-Piedtnont   districts    (in  which  the 

Maryland   operations   are  located),    both  in   the  Appalachian  field  and    in 
the  national   Industry.      A  supnlementary  and  outline  study  of  the  Maryland 
operations  was  then  made. 

The   Indications    of  the   Study 
The  iferyland   coal  operstions  are   confined  to   the   two   western 
counties   of  the  State,    namely  Garrett  and  Allegany  Counties.      Considera- 
tion w?s  given   in  a  general  way  to  the  types   of  use   to  which  this   coal 
was  best  adapted. 

Seculai'  Characteristics:      The   supplementary  study  of  Maryland   coal   indi- 
cated 8   very  definite   loss  of   competitive  position   in   the  Maryland  opera- 
tions -  much  greater,   in  fact,    than  that   of  the  field   in  which  it   is  lo- 
cated.     This   is  best  illustrated  by  the  following  figures:      In  the   national 
Industry,    production  dLclinod   from  a   peak   (19£d)    of  about    570  million  tons 
to  about  310  million   tons    in  193£.     On  the  other  hand,   Maryland   coal  began 
a  sharp  decline,    following  its  1920  peak;    in  other  words,    its  decline  ante- 
dated that   of  the   national  decline  by  about   six  years.      The  Maryland  opera- 
tions  dronped  from  a  production  of  4,000,000  net  tons    in  1920  to  c   low  of 
1,500,000  in  19.33,    or  in   other  r/ords,    the  national  bituminous  production 
aronp;-d  to   60^,   ir    its   decline  ending  with   1932,    v.hilc   the   Maryland  produc- 
tior>   dropped  to  40^  in  its  decline  ending  with  1933, 
(1)      All  biblio;'raphic  reftrtnccs  arc  explained  at  the  end   of  this  summary. 
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Cyclicql   Chsr^jcterist  ies:      During  the    '29 -'37   cycle,    the  cyclical  per- 
formance  of  Maryland's  coal    sho^.ed  no  pronounced  departures   either  in  re- 
cession  loY.'s   or  recoveries   from  the   national  performance. 
Causes  Contributing:      The  general   coal   study   indicated  high  production 
costs   in  the  Maryland   district,   as   well  as  a   high  labor   cost^    '.      Examina- 
tion  of  conditions    in  the  Maryland   field  and    in   competing  fields   indicated 
that   the   competing  fields  have  mechanized  to  a  much  greater   extent  than 
the  Jferyland   fields,   which   in   large  measur-e   explains  the  relatively  low 
cost   in   the  competing  fields.      Frei^t  rates,    both  rail  and  water,    appli- 
cable to  the  Maryland  field  and   its   competing   field  also   indicated   some 
unfavorable  conditions  operati'ig  against  Maryland. 

Influences:      Because   of  the   fact  that   labor  costs  represent   such  a  high 
percentage  of  production   costs   in  the  I\/[aryland  field   (approximating  65%), 
influences  affecting  wages  and  hours  assume  great  significance.      Conse- 
quently,   for   the   same   reasons   that   were  give"   in  the   Industry   study  of 
Maryland  clothing,    "Political  influences"   and    "Industrial  influences"  as- 
sume nredominant  significance. 

Kinds   of  Me.rkets:      Maryland   coal  moves  to  both   "kinds"   of  markets   -   the 
"Industry  market"  and  the   "Ultimate  consumer  market." 

Competit  ive   Products :      Ihese   of   course  have  been   clearly  defined   in  the 
fuels  group  and  are   covered  at  considerable  length  in  the   general  Industry 
study.  ^^^ 

Bibliographic  References   -   The   Coal   Industry 

(1)  Coal,    T  *f,  I. 
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(3)  Coal,    T&  1.,    Exhibit   A-26. 

(4)  Coel,   T  "/.   I. 
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TfIS  RAYON  INL'USTEY 

(A  Local  Study   of  Rayon)    ^    ' 
Hcaso-   for  Stud3r:      The  general   study  of  rayon   indicated  the  rapid    in- 
crease  in   demand   for  rayon  yarns  produced  by  the   cellulose-acetate  pro- 
cess.     In  1928,    6»2"^^  of  the  rsyon  production   was  by  this  process,    v;hile 
in  1P?5,    ?1.3b  of  the  rayon  pi'oduction  was  by  the   acetste  process.      The 
rayon  stud\    indicated  that   the   Celanese  Corporation  was  the   leading  pro- 
ducer in  this   field  with  their  plant   located  at   Cumberland,   Maryland. 

The   Indications   of   the  Study 
The  Predominant   Pioduct;      Kayon  3'snrs   produced  b^    the   cellulose-acetate 

process- 

(2) 
?le-.t  Locations:   These  ^ere  defined  in  the  study   .   At  the  time  of  the 

report,  the  Cumberland  plant  was  the  only  pl'^.nt  of  the  Celanese  Coi-pora- 

tion,  producing  rayon. 

Seculr.r  Characteristics:   The  rapid  increase  of  production  of  the  acetate 

y-^rns  has  been  indic'ted  above.   This  was  reflected  clearly  in  inde?-es  of 

emploi-'ment  in  Cumberl?;nd's  rayon  plant  (which  T?;e  classify  under  "Toytiles") 

by  the  following  trends  of  e-nploi'"ment  in  rayons  rnd  synthetic  products, 

obtained  fr"im  the  Maryland  Labor  Bureau: 

19r;9      100 

1935      193. S 

1934  220.1 

1935  294.6 

Cyelicel  Chr-racterlatica:     The  cyclical  chTactoristics,    considering  em- 
ployment,  are  indiccted  by  the  tabulation   immedi'tely  above.      The  cyclical 
ch-T-cteriatic--:   of  production  have  also  been   cle-:Tly   indicated   ■•nd   may  be 


(1)     All   tibliop:r''phic  rtfcrenceo  arc  explained  at  the  end  of  this  summary. 
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surnirBrized  here  by  saying  that  the  cjrclical  characteristics  of  Cumberland 
textiles,  because  of  its  production  of  cellulose  acetate  yarns  show  ex- 
ceedingly hi.e:h  positive  departures  in  the  '£9-';L7  cycle. 

Causes  Contributing^;  The  causes  contriliuting  to  the  excellent  secular  and 
cyclical  char'scteristics  of  this  product  -  acetate  rayon  -  may  be  defined 
as  in  part  due  to  the  technology  which  is  responsible  for  the  continued 
price  reduction  and  quality  innrovemsnt  of  these  jrsrns,  and  in  part  due 
to  the  successful  corporate  policies  of  the  Cclanese  Corporation  which 
controls  this  oneration. 

Influences:  The  "Technical  influence"  is  the  one  of  most  outstandind  im- 
portance.  The  corporate  influence  assume?  great  importance,  particularly 
as  to  vjhat  the  company's  policy  will  be  in  regard  to  a  continued  concen- 
tration of  operations  at  Cumberland  or  installing  additional  capacity  in 
other  localities. 

Kind  of  Markets:   These  are  ouite  v/ell  known  and  their  relative  changes 
in  demand  are  extremely  dynamic  as  indicated  by  several  of  the  preceding 
com^vientr  in  this  summary. 

Bibliographic  References  -  The  Textile  Industry 

f 1 )  Rayon  -  T. 
(2)  Rayon  -  T. 
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THE  PORT  OF  BALTIMORE 

(A  General  Study) ^^^ 

Reason  for  Study:  The  reason  for  giving  particular  consideration  to  the 

Port  of  B;:ltimore  as  an  Industry  study  was  that  the  other  Industry  studies 

of  Iferyland  clearly  indicated  the  great  importance  of  the  Port  to  the  eco- 

noTuic  status  of  the  State,  the  economic  status  of  the  B>--iltimore  Industrial 

Area,  and  to  a  number  of  the  pr^; dominant  Industries  of  this  area. 

The  Indications  of  the  Study 

The  Predcminant  Products:   The  general  study  indicated  a  very  striking 

phenomenon  regarding  the  exports  and  the  imports  of  the  Baltimore  port, 

vfhich  was  that  ovsr  70^  of  the  exports  and  the  imports  of  the  Port  on  a 

tonnage  hasis  were  confined  to  an  extremely  small  number  of  "products." 

The  predominant  imports  and  exports  of  Bf-.ltimore  in  that  year,  arranged 

in  the  order  of  their  importance,  are  as  follows: 

Imports;   Iron  Ore  and  Manganese 
Petroleum  Products 

Sugar  and  Molasses 

Exports:   Iron  and  Steel  Products 
Coal  and  Coke 
Fertilizer 

Secular  Characteristics;   The  general  study  showed  that  fourteen  ports  of 

the  net  ion  handled  over  70^  of  the  total  exports  and  imports.   In  the 

year  19?5,  Baltimore  ranked  fourth,  the  ports  of  larger  tonnage  being  New 

York,  Los  Angeles,  and  Philadelphia.  The  Port  has  for  years  maintained 

Its  high  status  in  the  predominant  ports  of  the  country,  and  consequently 

has  excellent  "secular  Characteristics." 

(1)  Shipping,  V'. 
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Cyclical  Characteristics:   Generally  speaking,  the  cyclical  characteris- 
tics of  our  foreign  trade,  particularly  as  to  recession  lows,  has  been 
extremely  bad.   The  departures  of  the  Port  of  Baltimore,  both  "recession 
lovjs"  and  "recovery  departures"  have  not  yet  been  estimated,  although  the 
data  ere  "ow  available.   Based  on  the  relative  tonnage  figures  of  the  dif- 
ferent ports  for  the  year  1935,  it  is  anticipated  that  the  Port  of  Balti- 
more will  shoT;  positive  departures  in  the  '29-' 37  cycle.  Attention  is 
directed  to  the  fact  that  every  one  of  the  products  appearing  as  predomi- 
nant exports  or  predominant  imports  of  the  Port  are  either  predominant 
products  of  Maryland's  Industries  or  important  raw  materials  of  Maryland's 
Industries,  J^nd  with  one  exception  -  coal  and  coke  -  they  constitute  pre- 
dominant products  or  predominant  raw  materials  of  Industries  residing  in 
Baltimore's  Industrial  Area.  This  is  mentioned  here  because  it  indicates 
with  considerable  definiteness  the  importance  of  the  Port  to  the  local  In- 
dustries, ss  well  as  the  converse  -  the  importance  of  the  Industries  to 
the  Port. 

It  is  also  mentioned  because  the  relatively  high  stability  of 
production,  both  secular  and  cyclical,  of  two  of  Baltimore's  largest  and 
most  important  Industries  -  Blast  Furnaces  ?.nd  Steel  Rolling  Mils  and 
Fertilizer  -  ?/ill  tend  to  stabilize  the  secular  end  cyclical  characteris- 
tics of  the  Port,  since  in  each  case  most  of  the  raw  materials  for  these 
two  Industries  nass  through  the  Port.   It  will  be  recalled  that  iron  ore 
and  raanganose  v.as  the  largest  import  passing  through  the  Port  in  1935. 

Before  preceding  with  any  further  "Industry  studies"  of  Maryland's 
Predominant  xndustries  or  Extra-Sectional  Service,  the  immediate  procedure 
will  he.   to  complete  the  determination  of  tho  predominant  productG  of  all 
of  Maryland's  Predominant  Industries,  and  the  determination  of  the  princi- 
pal types  of  services  rendered  by  her  Extra- Sectional  services. 
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CHAPTER  8 

A  BRIEF  CHRONOLOGIC  REVIE\V  OF  THE  CHANGING  INDUSTRIii  STABILITY  OF 
MARYLAND  II'JDUSTRY  ^VITH  THE  COINCIDENT  CHANGES  IN  INDUSTRIAL  PATTERN 


If,  usinp;  the  methods  we  have  described,  one  studies  first,  the 
changing  Industrial  Pattern  of  Maryland,  and  second,  the  changing  stabili- 
ty of  Maryland  Industry  from  1860-1939,  it  becomes  evident  that  this 
eighty  year  period  is  divisible  into  three  time  'periods  characterized  by 
widely  different  levels  of  Industrial  Stability. 

From  1860-1880  Marshland  Industry,  considered  collectively,  showed 
a  marked  loss  of  stability;  or  in  other  words,  in  this  period  Maryland  suf- 
fered a  material  loss  of  importance  in  the  field  of  Interstate  Commerce. 

The  period  from  1880-1900  showed  no  appreciable  gain  or  loss  of 
Industrial  stability.   She  neither  gained  nor  lost  Industrial  importance 
i"  the  nation.  She  had  apparently  stabilized  at  the  lower  levels  to  which 
she  had  dror)ped  in  the  1860-1880  time  period. 

But  in  the  third  period,  1900-1939,  Industrial  Maryland  showed  a 
marked  gain  in  st'^-bility  in  the  first  decade  of  the  period  (1900-1910)  and 
very  consistently  maintained  this  gain  throughout  the  entire  39  year  period. 

As  WG  further  examine  the  widely  different  stability  of  these 
three  time  periods,  it  becomes  evident  that  the  gsins  of  the  third  neriod 
^^^^   than  compensated  for  the  losses  of  the  first  period  with  the  not  re- 
sult that  i-Iarylend's  Industrial  importance  today  is  materially  greater 
than  it  was  in  the  years  immediately  preceding  the  Civil  War  period. 

It  is  not  difficult  to  define  and  synclironize  the  Industrial 
transition  of  this  eighty  year  period  with  this  sequence  of  losses  and  gains 
of  Industrial  stability.  Throughout  the  first  of  the  stability  periods 
(1860-1380)  and  the  second  of  these  perio(is  (1880-1900)  there  was  little 
chanpr;  in  the  Industrial  characteristics  of  tht  State.  As  in  pre-Civil-War 
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days,  Industrial  activities  in  the  State  vere  largely  confined  to  the 
"Services"  of  yrhich  the  Lxtra-Sectional  Services  were  of  predominant  im- 
■Dortance.   In  the,  at  that  time,  less  important  group  of  Productive  In- 
dustries, coal  maintained  a  position  of  importance  in  the  '>vestern  coun- 
ties of  the  State;  ai^d  fisheries,  more  particularly  oystering,  continued 
to  be  of  importance  to  the  Easter^  Shore  (the  decline  of  Maryland  oyster- 
ine  began  in  the  late  eighties  -while  the  "break"  in  Maryland  coal  pro- 
duction did  not  occur  until  1923). 

At  the  beginning  of  the"  tldrd  period  (1900-1939),  however,  oc- 
curred an  Industrial  tr=^nsition  of  extreme  significance,  for  in  the  first 
decade  of  this  period  began  the  outstanding  growth  of  importance  of  Manu- 
facturing in  the  State. 

The  major  or  more  important  ch^mges  in  the  State's  economic  pat- 
tern from  the  beginning  of  this  period  (1900)  to  the  date  of  our  Base  Pat- 
ter'^ (1930)  are  indicated  by  the  occupational  changes  as  shown  in  the  fol- 
lowing tabulations: 

Gainfiilly  Occupied:  1900        1930 

Percent  in  Agriculture  20.8         12.5 

Percent  in  Industry  79.2        84.2 

Gainfully  Occupied  in  Industry: 

Percent  in  Service  Industries         63.5        58.6 
Percent  in  Non-Service  Industries      36.5        41.4 

Percent    in  Extra-Sectional  Services(l)    38.5'^^    (3)      25.6 
Percent   in  Kon-Service   Industries      (2)    36.5  (1)     41.4 

Percent    in  Intra-Sectional  Services(3)   25.0''^)    (2)     33.3 

The  first    important   tr^-nsition   is   indicated  by  the   two  items 

showing  the   increase  in  relative  occupational  importance  of  Industry  and 

the   decline   in   relr.tive   imnort':nce   of  Agriculture  for   the   1900-1930  period. 

(1)      Undoubtedly  the  Br;itiraore  fire  of  1904   provided  an  initial  im.petus  to 

this  growth.      This  hos  been  discussed  at  some  length  in   chapter  3. 
(*)     3.3  percent  were  in  unspecified  occupations  in  the  1930  census. 
(a)     Estimated. 
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The  second  important  Industrial  transition  is  indicated  by  the 
figures  showing  the  increase  in  relative  occupational  importance  of  the 
Productive  or  Non-Service  Industries  and  the  corresponding  decline  in  rela- 
tive inraort-ice  of  the  Service  Industries  collectively. 

The  changing  relative  occupational  importance  of  the  Extr?.- 
Sectional,  Non-Service  anc'  Intre-Sectionsl  Service  Industries  is  indicated 
by  the  remaining  figures. 

The  reader  will  understa-d  that  in  tlie  period  1900-lv30  and  in  fact 
the  vhole  period  1900-1939  -  the  statement  that  the  Non-service  Industries 
increased  in  i.mnortance  and  the  Services  declined  in  Lmportance  in  no  way 
implies  an  actual  numerical  decline  in  the  Service  Industry  group.  As  a 
matter  of  fact,  both  grouns  were  increasing  numerically  during  the  period, 
but  the  Non-service  or  Productive  Industry  group  was  increasing  more  rapidly 
than  the  Service  group  as  indicated  in  the  following  tabulation: 

Gainfully  Occupied:  1900       1930  %   Increase 

In  Service  Industries  230308     331608      44.0 

In  Non-Service  Industries  133197     234768      76.0 

The  feet,  however,  that  the  Non-service  group  did  increase  in 
relative  occupational  importance  has  a  peculiar  significance  to  the  increas- 
ing Industrial  stability  of  the  State  in  the  1900-1939  period.   This  is  de- 
veloped in  the  ensuing  paragraohs  under  the  caption  of  "repercussions." 
Repercussions: 

In  this  conn'::Ction  it  is  important  to  recognize;  the  significance 
of  the  transition  of  Maryland  Industry  from  "Servicing"  to  "Manufacturing" 
to  the  growth  of  ^hat  is  no?/  the  most  important  of  her  Extra -Sectional  Ser- 
vices, namely;  Transportation.  The  significance  is  this;  if  Maryland's  In- 
dustrial erovth  had  been  in  the  Services  instend  of  in  Manufacturing,  the 
resultant  growth  in  Transportation  vTould  have  been  far  less  than  that  which 
has  actually  occurred.  The  fact  that  Transportation  did  increase  more 
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rapidly  can  be  directly  attributed  to  the  transition  in  the  State's  Indus- 
trial characteristics  from  Servicing  to  Manufacturing. 

In  the  first  place,  studies  of  Maryland  Industry  show  clearly 
that  the  Manufacturing  Industries  of  the  State  draw  their  raw  materials 
almost  entirely  from  sources  without  the  State.  It  is  also  equally  ap- 
parent that  the  great  bulk  of  products  fabricated  in  the  State  moves  to 
markets  which  lie  rrithout  the  State. 

As  a  consequence  of  these  conditions  the  IochI  transportation 
facilities  are  called  upon  to  handle: 

1.  All  incoming  raw  materials 

2.  All  incoming  indirect  materials 

3.  All  outgoing  fabricated  products 

As  contrasted  with  this,  in  the  days  prior  to  the  transition 
(1860-1900)  many  of  the  products  handled  by  the  merchants,  jobbers  and 
agents  of  the  State,  never  entered  the  State  and  therefore  caused  no  de- 
mand on  the  local  transportation  facilities.  Such  products  moved  from, 
consignors  to  consignees^  who  were  both  foreign  to  the  State. 

Besides  this  consideration  other  factors  and  materially  greater 
ones  have  resulted  from  the  transition  and  these  in  turn  have  occasioned 
a  still  greater  impetus  to  the  sustained  growth  of  local  transportation. 
They  are  discussed  in  the  following  paragraphs. 

Because  of  losses  involved  in  almost  all  manufacturing  pro- 
cesses, the  tonnafre  of  raw  materials  used  is  always  in  excess  of  the 
tonnaf?e  of  the  finished  products;  in  many  cases  very  greatly  in  ex- 
cess. Approximately  1.8  tons  of  iron  ore  are  required  to  produce  a 
ton  of  pig  iron  in  blast  furnaces.   In  the  wet  process  of  producing 
acid  phosphate  in  the  fertilizer  Industry  about  2  tons  of  raw  ma- 
terials (1  ton  of  nhosphate  rock  and  1  ton  of  suphuric  acid)  are 
required  to  produce  1.8  tons  of  phosphate. 
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Because  of  the   "Indirect  materials"   necessary,   to  a   greater 
or  less  extent,    i^^  all  processes,   these  impose  a    further  demand  o^ 
local   transport  a  tiQii.   i^  addition  to   that   occasioned  by  the   princi- 
pal raw  materials  and   finished  products.      U^der  the  head   of    "In- 
direct   ".aterisls"  are   such  materials   as   fuels,    fluxes,    certain 
chemicals   a'^d   other  naterials ,   which   through  requisite  to  the  pro- 
cess do   not  appear    in  the   products.      Limestone   and  other   fluxes 
and   coke  are   .^rood   examples  of  "I-idirect  matei'ials."      In  the   blast 
furne  ce  charge  these  materials   approximately  equal  the   iron   ore. 
An  average  mix  being  iron   ore  50j'o,    cincer  8%,    limestone  14^  and 
coke  28^.      These    Indirect  materials   appear  to  only  a   very  limited 
extent   in   finished   iron   products.      T»iere   is  also  a   considerable 
shrink?.e-e  in  weight   in  the   production  of  coke  from  bituminous  coals. 

There  is  still  another  factor  of  large  magnitude,   peculiar  to 
"manufacturing,"  which  imposes  a  fui-ther   damanfi   on  local  Transnorta- 
tion.     This   is  the   item  of  maintenance  and  repair  parts  for  plant 
s'luipment   incidental  to  all  manufacturing. 

Because  of   its  leading  importance  in  Maryland's  group  of  Extra- 
Sectional  Service  Industries,   and  "Ind'ostry  Study"  of  Transsportat  ion   is 
contemnlated .     Yet  without   such  a   study  we  can  nov;  state  7;ith  definiteness 
that  Maryland's  rate  of  grov^th   in  local  Transportation  required  by  Ifenu- 
facturing  was  greater  than  her  grov;th  in  Manufacturing  which   has  been  in- 
dicated  in   considerable  detcil   in  this  series  of  articles.      Paradoxical  as 
it  may.  seem,   the  grcwth  of  loc&l  Transportation,   requisite  to  Manufacturing, 
exceeded  the    qrcrnth  in  ;,!°nufecturing  which  occasioned   it.      This  we   can  re- 
gard ts  tho  first  and   undoubtodly  the  most  iraportrint  repercussion  on   the 
Service  Industries  rrssulting  from  the    transition  in  Maryland    Industry  from 
Servici"^  to  Mr'nufp.cturing. 
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This  discussion  r^y  be  reduced  to  a   simple   statement  ,    namely; 
fiet  8  manufacturing  community  requires  more  transportation   facilities 
for   its   local   Industries  than  a  Servicing;  community,    a'^d  because  of  this, 
as  the   transition  progressed,    transportation   facilities  for   local  Industry 
gre:?;  with  much  greater   rapiditj-  than  would   have  been  the   case   if  Maryland's 
Industrial  growth  had  been  the  same  but   had   co'^tinued   in   Trade. 

This  consideration  of   local  transportation  brings  us  rather  nat- 
urallj'  to  a   further  consideration   of   the  Port  of  Baltimore.      In   the  first 
issue  of   this   series  we   commented  on  the    extreme  importance  of  the  Port   to 
the   economy  of  the  State  as  well  as  to  the  City   of  Baltimore,    and  promised 
to   develop  this  subject   further   in  Part   IV.     Yve  have   cominented   in  an   earlier 
chapter   on   a  conditio-   of  great   si  fnif  icfnce  to  the  Port   of  Baltiinore  which 
v.-as  that   the  iianufac tearing   Industries  of  Maryland  as   thej'-  expanded   and 
grew  in  importance   (lGOO-1939)   with  ~iinor  exceptions,    secured  their  raw 
materials   from  without   the  State.      This  was  truo     of  the   Manufacturing    In- 
dustries  of  the   Industrial  Area   of  Baltimore.      But    another   condition  pre- 
vailed   in   the    Industries   of  the  Baltimorfi  Area.      To  a   very  considerable 
extent,   the  sources  of  the   raw  materials  of  the  inanuf acturers   in   this  area 
were  such  as  to  favor  marine   transportation,    'nd  in  many  cases  marine 
transportation  of   +he  ra-  materials   -.vas  essential.      This   is  clearly  evi- 
denced by  th-   f.-^.ct  that    in   1926,    over  70'fo   (on  a   tonnage  basis)    of  the  im- 
ports  into  the   Port  of  B'lltimore  were   lav:  materials   for   the   ivfenufectur ing 
Industries  in   the   Beltimore  Industri/-3l  Are^ . 

Natur»'lly  the  combination  of  a   growth  of  Manufacturing  in  the 
Bsltimorfi  Indur^tripl  Ar&a,    end  the   l^.rge   number  of  such  m-Tiufrctorits  de- 
'jending   on  iwter  transport rt ion  ^-re  reflected  in  the    activities  of  the 
Port.     Aa  evidence  of  this   in  1860,   B'^ltimore's  exports  were  $9,000,000^ 
ITT      "Rise  of  ITfc?.-  York  Port"   by  R.G.  Albion,    Scribrurs'    pp.   Z90~eni~2/Jr. 
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v^hich  represr-"ted  2Wo  of  the  total  value   of   exports   in  the  United  States, 
rsnki-'g  Baltimore  in   eiglith  place  in  exports  among  the  Ports  of  the  coim- 
try.     Eer  imports  aruounted  to  19,000,000  or  Z^/o  of  the  nation's  imports 
a'^d  she  ranked  fifth   in   imports. 

In  tonnage  entering  from  foreign  countries  she   (in  1860)   ranked 
fifth.      In  the   sans  year  her  tonnage  cleared  for  foreign  countries  en- 
titled her  to  <?  rank  of  seventh  place  among  the  nation's  Ports.     The  to- 
tal of  tonnage  entered  and  cleared  in  that  year,    through  the   Port  of  Bal- 
timore represented  2.1%  of  the  national  tonnage  entered  and  cleared   ^^l . 

In  1935  the  Port  of  Baltim.ore  ranged   fourth  in  tonnage  of  com- 

(2) 
bined   exports  and   imports. 

The  Second  Industrial  Survey  of  Baltimore,    prepared  and  published 
by  the  Consolid5=!ted  Gas  and  Electric  Light  and  Power  Company  of  Baltimore 
i*^  May  19S9,    shows  that   the  Port   of  Baltimore  ranked   second    in  19S7,    in 
combined  eyport  and   import  tonnage.     This  survey  also  shows  that  Balti- 
more's portion  of  the  total  water-borne  commerce  of  the  nation  reached  a 
new  peak  in  1937  of  4.9^.     Baltimore's  percentage   in   1919  and  1953  are 
shown  to  be  i.ifo  and   ZA%  respectively.      The   tonnage   through  the  Port    is 
shown  to  have   increased  113.6^  from  1914  to  1937,   while  tie   value  in- 
creased 162. &jo. 

These  figures  from  various  sources  are  not  directlj'   compsr'i.ble 
for  -11  purposes.      vThen  they  ere   combined  however,    with   our  knowledge  of 
the  change  in  the  ch^r^icter  of  products  passing  through  the  Port,    as  a 
result  of   the  Industrial  Transition   in  the,  Baltimore  Area,   and  the   grtat 


(1)  "Riso  of  New  York  Port"  by  R.G.   Albion,   Scribners,   pp.   392  and  393. 

(2)  J. M.S.  V/nring'e  report  to  Hon.   Joseph  Kennedy,    chairman  of  the  Mara- 
tine  Commission,   Sent.    1937. 
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increase  in  de-nand.   for   these  products  in   that  area,    they  arc  sufficient  to 
indicate: 

1.  That  the  transition  has  m'^terielly  contributed  to  the 
sTowth  of  the  Port. 

2.  Th?t  the  Fort's  groT;th,  due  to  this  transition  has  far 
grc:tly  exceeded  that  which  would  have  resulted  if  the 
Baltimore  Area's  expansion  had  been  of  the  same  magni- 
tude hy  in  "I'mde"  rather  than  in  "Manufacturing." 

This  growth   of  the  Manufacturing  Industries  occasioned  '    third 
rnportant  repercussion   in   the  services;    this  time   in  the    group   of  Intrs- 
Section'^1   hc-ivices.      That   is  to   say,    it   lent   '^.  v^-rj-  profound   impetus   to 
the  local  Povcr  Industry  in   the  B-r-ltimore  Industrial  Area   in  that   it  oc- 
casioned a   lar.^e  result-^nt   increase  in  the  Industrial  lo-'d    of  the   local 
power  oper'tion,    vvith  resultant   effects  in  low  po?,-er  costs  .' nd  rates. 

We  h-.ve   in  the  preceding  chapters  indicated  the   gain   in  secular 
stability  of  the  Manufacturing  Industries  throughout  this  period,    and  the 
m-tcrial  ye  have  just  presented  in  the  preceding  paragraphs  shows  clearly 
th?t  the  gain   in  secular  st;biiity  in  the  Manufacturing  Industries  oc- 
casioned coincident  gains   in    stability  in  the  most   important  of  the   Extra- 
Sectional  Services  -  Tr-^nsportation  -   in  particularly  the  most    important 
component   of  this   -  the  Port  of  Baltimore  -  and   in  one  of  the  largest 
factors  in  the   Intra-Sectional  Service  grou;-)  -  loci  power  production  and 
distribution. 
Section'":.  Stability: 

7/e'  c^n  now  comment  on  another   import- nt  condition  or  phenomenon 
peculi<^r  to  this  1900-19?G  period.      This  relates  to  ths  fact  that   in  this 
period  all  of  M'-rylnnd's  Industrial  oections,    the  three  cities  as  well  es 
the  three',  rui-al    Industri'--!  Sections  seemed  to  participate  in  the  State's 
p°in   in   secular  st'bility.      It   is  true  that   the   Sections  considered  sep- 
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ar^-tely  h^ve  h-^d  their   individurl   ctivrf cteristics   of  rises  .vnd   frills   dur- 
ing this   forty  yagr  period,    but   e-'ch   of  them  seems   to  •■^,ppro<?ch   the  end   of 
the   pa^ioG    (current   times)   r/ith  definite    indications  of  Industrie!   srowth, 
better   Industriel   diversification,    gnd  better  m?:.rl:et    diversif icction  then 
obtained  within  those  Sections  st  egrlier  periods   in   the   century.      In   sim- 
ple l^.-n.gu^ge,    this   cl':3rly  indicates   the   State's   freedom  from  the  burden 
of  "distress   rrep.s"   so  common   to    i  number  of  St^.tes.      Such  a   reaction  is 
obviously  most   fsvor-ble  in  relation  to   the   st'-.bility  of  the  State  as  a 
7:hole,    but   'Iso  to  the   stability   of   s^'Ch   of   its   Industriel   communities 
(Sections)    r^s  r^ell. 
C3'-clic5l  £t-bility: 

In  the  preceding  chapters   \.e  have  commented  on  the  high  cyclical 
stability  of  the  Menuf-^cturing  Industries   of  rvlaryland  collectively  during 
thf    last   t7;o  cycles   of  the   time  period    (1900-1939)    under   consideration; 
th-t   is   to    s-y,    the    '19-'29  and  the    '29-' 37   cycles.      But  vre  have  also 
clearly  indicted  in  this   chapter  the  dependency  of  certain  Service  groups 
on  the   I.vnnufacturing  Industries   of  the  State.      It   follov;E,   therefore,    that 
the  high  cyclical  stability  of   the  Msnufactoring  Industries   is  reflected 
in  hip'h  cyclical  stability  in  the  Services  v.'hich  react   to  this  group  of 
Productive  industries. 

The  reader  vlll  understand  thr  t  T,hile  the  Manufacturing    Indus- 
tries of  thft  St^.te  considered  collectively  have  consistently  shovn   '•   gain 
in  secular   rtability  throuf-hout  the  1900-1939  period  =nd   that  while  os  a 
conseouence  of  this,   certain  of  the  Service   Industries  have  shown   coinci- 
dent ^ains    in   secul'^r  3t-^bility  for  the  sr>me  period,    some  of  the  M^nu- 
f'Cturi'^''    Tr^riij-tri  js  rere  losing  st-bil.ity  and    somf--  rere  gaining,    "nd  in 
the  J-xtra-Sfcctiontl  Services  tha  same  condition  obtained.     As  we  see  it, 
the  import'- "t  thi'-g  to  recopmize  is   that    in  both  groups,   n'^'mely  the  Pre- 
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dominant   Industries  and  the  Extra- Sectional  Services,   the  gains  in  com- 
petitive -oosition  of  several  important   Inaustries  at  all  times  outweighted 
the   losses   in   conipetitive  position  of  the   remaining   important   Industries, 

A  more  precise   statement   of  the   foregoing  would  be  that   at   all 
times    (within  the   1900-1939  period)    the   gains   in   competitive  position  of 
seversl  of  Maryland's  predominant    products   and   several  of  the   kinds  of 
Service  rendered  bj"-  her  Extra-Sectional  Services  have  outweighted  the 
losses  of  co;apetitive  position  of  the  remaining  important  products  and 
Services   in  the   several  competitive  groups  of  products  and  Services. 

In  the    light   of  very  definite  indications  that  Maryland  has  con- 
sistently gained  in  Industrial  importance  throughout  the  last   forty  years, 
and   in  the   light    of  very  definite   indications  that   the   conditions  re- 
ferred to   in  the. last   paragraph  have  prevailed  throughout  this  period,    it 
must  follo77  that  the   influences^    '   which  determine  the    competitive  po- 
sition of  Maryland's  products  and  Services   in  their  respective  groups 
have,   when  considered  collectively,    reacted  more  favorably  on  Maryland's 
Indastry  than  they  have  on  the   outlying  Industrial  Sections    ('ngain  con- 
sidered collectively)  with  which  Mc;ryl3nd's  Industries  compete. 

There  are,    of  course,  many  individual   instances  in  IVferyland,   as 
in  all  States,    of   influences  of  each  kind  which  have  been  definitely  pre- 
judicial to  the  State's   Industrial  stability.     But    in  the  period  of  Mbry- 
land'o  Industrial   expai^sion   (1900-1939)   we  have  found  as  yet  no  indica- 
tions of  prejudicial  influences  of  such  extent   or  continuance  as  to  con- 
sider them  of   important  significance  to  the  welfare  of  the   State  or   its 
communities.     On   the  other  hand,   as  we  examine  for  this  period  trends   of 
population,    employment,   wages  and  state  revenues,    and  relate  these   trends 
to  ore  f.nother   and  to  those  of  the  nation  or  to   other  states,   no  pro- 

(l)      As  7.-e  have   classified  them,    the    Industrial,    Corporate,    Physical, 
Technical  snd  Political    Influences. 
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noiinced  discordances  appear.     As  far  as  we  have  gone   in  the   Industry 
studies,   wherever  a  marked  expansion   of   production  has  been  observed,    it 
has  been  accompanied  by  a  reduction   in   "price  per  unit   of  quality." 
That   is   to   sa^-,    we  have   found  as  yet   no   indications  of   outstanding  pro- 
ducer-consumer- labor  inequities.      Nor  have  ve  yet    found   that   legislative 
enactments  within   the  State  have   in  any  general  way   imposed  a  burden  on 
Industry  that   is   prejudicial   to   its   stability. 

In  concluding  this   chapter,   we  should   like   to  say  that  although 
we  have,    in   the  1900-1939  period,   attributed   the  rate  of  growth   in  trans- 
portation,   and  particularly  the  rate   of  growth  of  the  Port  of  Baltimore   to 
the   increase   in   importance   of  the  Ivlanufacturing  Industries   in  the   State, 
there   is  nothing  anomalous   in  the  statement  that;   the  transportation  fa- 
cilities of   the  State  made  possible  the   increase   in  Manufacturing. 

Maryland's   Industrial  concentration  is  and  has  been,    for  many 
years,    in  what   we  have   called  the  Baltimore   Industrial  Area;    and  rt  the 
beginning  of  the    long-time  period    (1860-1939)    considered   in   this    chspter, 
the  transport<^t ion   facilities   in  this  area  -  l?.nd  as  well  as  water  -  were 
definitely  the  result   of  the  Port   Influence. 

It   is  no  flight  of  imagin'^tion  to  say   that   the  development  of 
the  Port  of  Baltimore  with  the   incidental  development    in  land  transporta- 
tion  in  pre-Civil-V/ar  d'-ys  mcde  possible  the  later  expansion   in  Productive 
Industry  vhich  is  the  outstanding  ch£?,racteristic  of  the  1900-1939  period. 
Thus,    its  p'rt   in  advancing  the   Industri^^l   importance  of  Maryland,    'in- 
other  characteristic  of  the  1900-1939  period,    has  not,    we  believe,    been 
over-emphosized   in  these  studies, 

ITh-'tever  mr-.y  h'  ve  h^ippened  to  the   "expendable  resources  of  the 
St?te,"  to   its  timber,    its  oysters,    its  co'^l,    this,    one  of  its  water  re- 
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sources  -  the  Port  of  Baltimore  -  has  thus  far  been  of  enduring  importance 

to  the  economy  of  the  Stgte.   The  bulk  of  its  inccming  shipments  are  raw 

materials  for  the  Product ife  Industries  of  the  Baltimore  Industrial  Area. 

In  1S37  it  ranked  second  in  importance  among  the  ports  of  the  nation,  a 

position  it  has  never  before  attained.^  ' 

(1)   In  1860  it  was  sixth  (in  exports  and  imports). 
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CHAPTER  9 

A  SUPPLEi^NTARY  CHAPTER 

TH2  TECHi-JICAL  CORRELA.TIONS  OF  THE  THREE  PHASES  OF  THT.   SURVEY. 

STATISTICAL  VALIDATIONS 


In  this  Survey,  the  order  of  presentation  has  been  as  follows: 

In  Part  II ^  the  First  Phase,  which  relates  to  the  Base  Pattern 
of  the  State,  has  been  presented. 

In  Part  III.  the  Second  Phase,  i/^-hich  relates  to  the  Industrial 
changes  in  the  Base  Pattern,  has  been  presented. 

In  Part  IV,  the  Third  Phase,  which  is  diagnostic  'and  relates  to 
causal  and  effect  deternainat  i^ns,  has  been  preaented. 

In  the  development  of  these  methods,  the  chronology  of  the  de- 
velooment  was  quite  different  from  this  order  of  presentation.   It  was  as 
follows: 

1.  The  development  of: 
The  Industry  studies. 

The  3  kinds  of  collateral  studies; 

Corporate  studies. 
Technical  studies. 
Political  studies. 

2.  The  development  of  the  st3tistical  material  as  now  presented 
in  Part  II. 

3.  The  development  of  the  statistical  material  as  now  presented 
in  Part  III. 

The  research  on  the  four  types  of  studies  (item  1  above)  was 
undertaken  in  19P,0. 
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In   19P/4    the  vTiter  and  his  associates  were  retained   on  a   prob- 
lem of  corporate  reorganization.      Tlieir   conclusions   and   recommendations 
in   this   case  v.ere   fou.idsd  en  the  four   tj'^oes   of  studies,    and   the  methods 
used  were   for  the   first   tini9  s'.^l^&tantially  the   saire  as  those  described   in 
Part    IV.      Subse-'uent   to   1924.    t'Lcse  methods  were  adhered  to.    and  while 
many  refinement':-   in  detail  h?.ve  been  adopted,     bhere  has  been  no   essential 
change   in  the  I'uno-ineital  px-incirl^is  of  -che  approach. 

F.ecc  gnizj-ng  that    m    this  approach  the    "economic  stability"   of 
communities,    of  Industries,    or  of  corporations  were  all  predicated  to   de- 
fend  on  the    ''Stability  of  deirand"   for  the  products    (or  types    of  service) 
of   such   communities      Industries   or   corporations,    ^teps  were  then  taken  to 
classify  the   "productive  Industries"   and  ccntinuoasly  determine  and   ob- 
serve: 

Ist .      The  predominant   products  of  the   several    Industry 
classifications. 

2nd.      The   "competitive  groups"   of  products. 

3rd.      The   competitive  position   of  the   product   components 
of  such  fjroups. 

4th.     The   "predominant   influences"^-'-)    contributing  to  a 
change   in  competitive  position   of  a   product   in   its 
competitive  group  of  products. 

By  1928  this  system  was  placed  in  operation,    and  subsequently 
utilized  by  the  writer  and  his  associates   in  problems  relating  principally 
to  the  dovelopTient  and  marketinf  of  new  products,    the  development  of  new 
markets  for  existing  products,    and  the  evaluation  of  the  stability  of  se- 
ciorities   (bond  and  stocks). 

In  this  Survey  of  Maryland   the  four  types  of  studica  have  been 
presented  as  a  part  of  the   Phird  Phase  whi3h   is  defined  as  the  diagnostic 
phase,    in  that   It  is  directed  to  the  determination  of  causes   contributing 


(1)      Politicril,    Corpor»=te,    Indu.'^trj  nl,    Physical,    or  Technical. 
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to  and  effects  resulting  from  observed  change. 

In  no  way  does  this  imply  that  these  four  studies  are  solely  for 
use  in  diagnosis.   On  the  contrary,  they  contribute  to  all  three  phases  of 
the  approach  used  in  this  Survey.   If  this  were  not  the  case,  they  would 
not  have  been  adaptable  to  the  uses  defined  at  the  end  of  the  preceding 
psragrsph. 

Since  each  Industry  study,  after  defining  the  "predominant  pro- 
ducts" of  such  Industry,  also,  among  other  things,  determines  the  geographic 
location  of  the  principle  producing  areas  for  each  of  these  products,  the 
principal  markets  by  kind  (Industry  or  ultimate  consumer  markets)  of  the 
predominant  products,  and  the  kind  and  source  of  raw  materials  or  semi- 
finished products  entering  into  the  production  of  the  predominant  pro- 
ducts, it  must  be  evident  that  the  Industry  studies  collectively  provide 
an  Industrial  Base  Pattern  for  F-ny  desired  year  quite  independent  of  the 
one  presented  in  the  First  Phase  and  derived  from  the  1930  Census  of  Popu- 
lation. 

Now,  while  this  Industrial  Pattern  developed  from  the  four  types 
of  studies  provides  a  geographic  pattern  of  a  kind  which  we  believe  to  be 
reouisite  to  an  economic  study  of  the  country  ond  of  the  several  states, 
it  does  not  indicate  the  Industries  on  which  the  working  population  of  a 
community  depends,  nor  the  degree  or  extent  to  which  the  communities  are 
dependent  on  the  s&vere-l  Industries  constituting  the  Industrial  grouping 
on  which  they  collectively  depend.   It  will  be  recognized  that  many  of  the 
workers  resident  in  one  community  are  employed  in  another  community.   Thus, 
a  mj^jority  of  those  resident  in  Prince  George's  County,  Md.  whose  occupations 
are  Industrial  are  employed  in  the  District  of  Columbia.   The  majority  of  the 
workers  in  "Blant  Furnaces  and  Steel  Rolling  Mills"  reside  in  Baltimore  City; 
yet  the  only  operations  under  this  classification  are  in  Baltimore  County. 
Coal  miners  resident  in  Allegany  County,  Md.  find  employment  in  the  same 
field,  but  over  the  Treat  Virginia  line.  Recognizing  the  need  of  both  types 
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of  Industrial  Patterns,  the  Sectional  Pattern  as  presented  in  Part  II,  (the 
First  Phase)  of  this  Survey  was  undertakai  in  the  summer  of  1933  and  com- 
pleted in  the  summer  of  1934. 

Thus,  in  reality,  the  Industrial  Pattern  derived  from  the  four 
types  of  studies  becomes  a  part  of  the  First  Phase.   Consequently,  the  two 
base  patterns  -  that  of  the  four  types  of  studies,  and  that  derived  from 
census  material  as  presented  in  Part  II  -  are  complementary  and  constitute 
the  First  Phase  of  the  Maryland  approach. 

The  purpose  of  the  Second  Phase,  stated  briefly,  is  to  indicate 

changes  in  pattern,  which  are  of  dominant  significance  to  the  economy  of 
the  State  and  the  communities  within  the  State.  Part  III  of  this  Survey 
presents  certain  statistical  indicators  of  Industrial  change,  derived 
principally  from  the  statistical  material  of  the  1930  Census  of  Population, 
the  Census  of  Manufactures,  and  the  Bureau  of  Labor  Statistics. 

But  the  various  statistical  series  presented  in  Part  III  are  not 

the  only  indicators  of  pattern  changes  of  dominant  economic  significance. 
The  four  types  of  studies  presented  in  the  Third  Phase  also  provide  indi- 
cators of  such  significant  changes^  and  actually  a  great  many  more  of 
these  indicators  of  change  than  are  presented  in  Part  III  of  this  Survey, 
A  case  in  point  is  that  of  the  six  Industry  studies  described  in  outline 
in  Part  IV.   They  relate  to  Clothing,  Steel,  Fertilizer,  Rayon,  Coal  and 
the  Port  of  Baltimore.  These  studies  were,  in  each  case,  prompted  by  an 
observation  of  a  "change  of  economic  significance."  But  in  only  one  case, 
thnt  of  Clothing,  was  this  change  first  observed  in  a  statistical  series 
such  as  one  of  those  presented  in  Part  III.   In  the  other  five  studies  the 
change  was  first  observed  in  either  an  Industry^-^' ,  Corporate  or  Technical 
Study.  Thus,  the  material  relating  to  changes  in  Base  Pattern  as  pre- 
sented in  Part  III  are  in  reality  supplementary  to  those  developed  in  Part 


(1)  These  Industry  Studies  were  the  "General"  studies  relating  to  Coal, 
Rayon,  Iron,  and  Steel  and  the  Port  of  Baltimore.   It  was  these 
"General"  studies,  related  to  the  national  picture  of  these  Indus- 
tries as  defined  in  Chapter  7,  Part  IV,  which  led  to  the  "Particular" 
studies,  of  the  seme  Industries,  for  the  State  of  Maryland. 
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IV  and   which   constitute  an  important   part   of   the  four  types   of  studies 
presented  under  the  Third  Phase  of  this  approach. 

Because,    therefore,    the   four  studies,  while   presented  under  the 
Tr.ird  Phase  vhich  relates  to   diagnostics,   not    only  contribute  to  but   are 
requisite   to  all  three  of  the    phases   of  the   approach,    they  may  be   consi- 
dered as   fundamental    to  the  approach.      The  Base  Pattern   presented   in  Part 
II  may   be  considered  as  complementary  to  the   pattern  derived   from  the 
four   studies  and   the    changes   in   the   pattern   presented   in  Part    III  as   sup- 
plementary to  the    pattern    changes   indicated  by  the  foior   studies,  while  the 
four   studies  collectively  provide  the  diagnostic  methods  of  Part    IV, 
Statistical  Validations: 

In  the  opening  chapter   of  Part   III   under  the  heading  "The  Use 
of  Statistical  Material"  appearing  on  the  fourth  page  of  that   chapter  ap- 
peared the  following: 

"In   our  use  of    statistical  material   in  this  Part    III,    therefore, 
no   observation  of  a   statisticsl  change   is   accepted  as   evidence 
of  such  ctenge.      Wherever  such  a  change  is   indicated  by  the   sta- 
tistical analysis,    if   it    is   a   change  of  such  magnitude  as  to   in- 
dicate a  gain  or  loss  in  competitive  positive  of  an  Industry,    it 
is  subjected  to    the    diagnostics   of  the    Third  Phase   of  the  Survey 
in  7;hich  its  validity   is  determined  and  its  correctness  established. 
Now,    the    four  types  of  studies  -  the  Industry   study  and   the   three 
collateral  studies    (Technical,    Corporate  and  Political)   provide  tht  basis 
for   the  diagnostic  determinations  as  developed  in  Part  IV. 

A  large  part   of  the   statistical  material  of  Part   III    is   from 
the   Census  of  Manufactures  and  the   BureBU  of   Labor   Statistics.      The   primary 
reason   for  selecting  the  material   of  the   Census    of  Ivlanuf actures  was  that   it 
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provided,   nationally  and  by  states,    trends   of  emploj.-ment,   wages,    product 
value  and   value  added  by  manufacture,    for  a   considerable  time  period 
nrior  to  our  Base  Pattern    of  1930.      The   principal  reason   for   utilizing 
the  material  of  the   Bureau  of  Labor  Statistics   was   that    it,    too,    provided 
us  with   trends   of  emploinnent    and  wages,   but   in  this    case  only  for   time 
periods  subsequent  to  the   date  of   our   Base  Pattern.      In  our   Industrial 
analysis   of  Maryland,    subsequent    to   1930,   we  have  used   the   B.L.S.    data 
in  preference  to  the  other,    principally  because   it  was   on  a  monthly 
basis,    the  material  always  being  available  within  two  months  after  its 
compilation. 

This  part   of  the  chapter  which   is  concerned  with  statistical 
validations   is   particularly  directed  to  the   Census    of  Manufactures  ma- 
terial as  presented   in  Part   III.      This  material,   as   there  presented,    re- 
lates to  the    twelve  Manufacturing   Industries  which   constitute  a   part   of 
the   fif^ee-   Predominant    Industries   of  Maryland  as  defined  by  the  Base 
Pattern  of  Part   II. 

The  Census  of  Manufactures  material   is   presented   in  Part   III   in 
the   form  indicated  below.     For   simplicity,    the  following  description  will 
be   confined  to  errployment   change  and  will   serve  to   illustrate  the  methods 
of  use  of  such  naterial;    and   how  the  diagnostics  of  the  Third  Phase    (the 
four  studies  presented   in  Part   IV)    are  used  in  the   process  of  validating 
such  statistical  material,   when  used   in  the    specisl  study  of  a   State    (such 

PS  the  continuing  economic  Survey  of  Marylrnd ) . 

1.  Trend   of  employment    in  the   entire  manufacturing  group    (Ex- 
hibit   12,    p--igf    40,   Part    III). 

2.  The  national  trends  of  employment ^ ■'■'    in  the    twelve  predomi- 
n'-nt  Manufacturing   Industries  of  the  State    (Exhibits  13  to 
24,    ppgcs  42  to   65,   Part   III). 

3.  The  loc-i  I   (State)    trends  of  employment   in   the  tv.'6lvG  Pre- 
dominant Manufacturing  Industries  of  the  State   (Exhibits 
3«me    ?3   in   prec^jdinp   prrvfr^ph)  . 

IT)      Called  "Industry  Criteria." 
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The  omission  of  two   of  these,    namely,    "Blast    Furnaces 
anci   Steel  Rolling  Mills"  and    "Automobile  Factories" 
will  be  noted'-'-'    (Exhibit   16,    page  48,   Part    III,   and 
Exhibit  23,    page   62,    Part    III). 

4.  The    "'Intra -State"   Industry   chart    (Exhibit    9,    page  25, 
Part   III.      This    is   derived   from  the  several  local  trends 
described   in    item  3  above.      Therefore,   this   "selected" 
group   of   Industries  lacks    the    sarrE   two   Industries   omit- 
ted  in   item  3  above,  l'-*-^ 

5.  The  "Inter-State"  chart   of  Clothing.  ^^^ 

^e  have  also  prepared,    but  because  of  space   limitations,   have 
not   presented  in  this   survey,    trends   of  the  Predominant    sub-classifications 
of  the  fifteen  Predominant  Manufacturing   Industries   of  the   nation  which  of 
course  include  the  twelve   Industries  appearing  in  Maryland.      A  total  of 
eighty-two  sub-classi  flections  for   the    fifteen  Predominant   Manufacturing 
Industries  apnears.      These   sub-classifications  were   selected  by  the   fol- 
lowing  process. 

The  sub-clsssifi  cat  ions    of  each   Industry  Criterion  were  arranged 
in  the    order  of  magnitude   of   employment   and  those  containing  the  largest 
employmoit ,    and   which   collectively  represented  70/b  of  the   total  employment 
in   the  Industry  Criterion  constituted  what  might  be  termed  the    Sub-criteria 
of  the   Industry  Criterion. 

Referring  now   to  the   local  trends   of  the   several  Predominant 

Manufacturi^e  Industries   of  Maryland    (item  3  above)    these  were   constructed 

in  the   following  manner. 

The   locol  sub-classifications    of  each  Predominant    Industry  were 

set  up   in   the   order  of  their  magnitude  of  employment  and   in  this  case, 
too,   those  sub-classifications  which   collectively  represented  70'^  of  the 
total  employment  in  the  sub-classifications   reported  by  the    Ceisus  were 
selected  as  components   of  the    local  trend  graphs.      But    it  will   be  recalled 
that  the    Industry  studies  are  also,    among  other  thirgs,    directed  to  the 
determination  of  the  sub-clsssif ications   reported  by  the    Census  were  se- 

(1)  Omitted  by  Census   of  T^anufactures  to  avoid   disclosures. 

(2)  ClothinB"  haa  been  used  as  an  examnle.      Similar  charts  for    the  remain- 
ing eleven  Predominant   Manufacturing  Industries  of  Itoryland  will  be 
prepared. 
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lected  as   components   of  the   local  trend   graphs.      But   it  will   be  recalled 
that  the    Industry  Studies  are  also,    among  other  things,    directed  to  the 
determination   of  the    sub-classifications   of  the  Predominant    Industries   in 
the   State,    and    in   the  verious  sections    of  the    State.      Consequently,   when 
the   sub-classifications    of  the    local  trends  were  estsblished  in   the  manner 
just   described,    reference  was  made  to  the    Industry  Studies  to    see   if  the 
sub-clsssif ications  as   determined  from  the   Census  material  omitted  any  of 
the    local  Industries.      In  such   cases,    omissions  v^ere  noted.      To   illustrate, 
in   the    "chemical"   Industry,    our   Industry/-   Studies   clearly  showed  two   impor- 
tant  omissions    from  the   Census  material.      Consequently,    it   must   be  recog- 
nized that  a  number   of  the    local  trends  presented   in  Part   III  have  omissions 
of  this   kind.      Ttiese,    however,    have  been    clearly  defined    in   our  original 
records. 

This  noting  of  the   omissions   of  Predominant   sub-classifications 
from  the    local  trends  presented  in  Part    III    constituted  the   first    step   in 
a   validation  process  utilizing  the  diagnostics   of  Part    IV.      It   is    important 
to  note  here  that   the   four  types   of  studies  not   only  point   to  any  such 
omissions,    but   also    indicate  the   order  of  magnitude   of  such   omissions. 
This   is   an    illustration  of  how  the   four  types   of   studies   of  Part   IV  con- 
tribute  to   the   validation   of   statistical  material  presented   in  Part   III. 

It  may  be  noted  here  that   the  omissions    if  the  kind  just   de- 
scribed are,    in  most    cases,    for   the    purooses  of  avoiding  disclosures. 

Thus  far  we  have  celled  attention   to  two  tyoes  of   "omissions" 

occurri'-'if^   in  the   Census  of  Manufactures  material  for  Maryland: 

1st,     The  omission   of  two  of  Maryland's  Predominant  Manufact- 
uring Industries. 

2nd.      The  omission  of  several   "Predominant"   sub-classifications 
which  make  up  several  local     trends  of  employment    pre- 
sented in  Part   III. 
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Both  the   Base  Pattern   of  Part   II  and   the   Industry  Studies  of 
Part   IV  directed  atte-'tion  to  the    omission  of  the    two   Industries,   while 
the  Industry  Studies   served  also  to  point   out  the    omissions   of  the    Indus- 
try,"  sub-classifications. 

Thus,    the  Base  Pattern   of  Part   II  and  the   diagnostics   of  Part   IV 
both  contributed  to  the  validation  of  the  Census   of  Manufactures  material 
presented  in  Part   III. 

Now,   being  cognizant   of  these  tvo  kinds   of   omissions,    we,    in   our 
diagnostic  processes,    proceeded   in   this   way.    We  were   considering  the    time 
period  from   19P9-1937,    that    is    to  say,    we  were  considering  the    '29-'37 
cycle.      An  examination   of   Exhibit    12,    page  40,   Part   III,    showed  that   em- 
ployment   in   the  Manufacturing   Industries   of  Maryland   considered   collective- 
ly  increased  aD'oroximately  12fo  during  the    '29-' 37  cycle.     An  exaiiinat  ion, 
then,    of   the   tre^d   of  the  ten    "selected"   Industries  from  1929-1937  ^^^ 
showed  that  these  ten   "selected"  Manufacturing  Industries  had   declined 
13.3^.  from  19r9-1937.      We,   as  described  above,   were  aware   of   the   omission 
of  the   two   Industries  previously  noted,   and    proceeded  to   establish  the 
magnitude  and  trends   of  employment    in  these   two   Industries   derived  from 
another  source,    namely,    the   Burtiau  of  Labor  Statistics.      (For  purposes   of 
illustrating  this  approach,    v.'e  hsve  shown   in  Exhibit    16,    page  48,   Part   III, 
the  trend  of  local   employment    i"   "Blast   furnaces  and    Steel   fiolling  Mills" 
related  to  the  trend  of  national   employment    in  that   same  Industry,    both 
being  derived  from  the   !:.L.S.    seriec.  ) 

It   is  ouite  possible,  where  the   Intra-Sectional   Chart  of  a  State 
has  Industry  omissions,    and   where  the    several    Industries  have  sub-classi- 
fication  omissions,    to  superitmose  on  a   chart,    first,    the  trends  of  the 


(1)      See   Ir.tra-Sectionei   clBrt,   Part    ^11,    Exhibit   'j ,    pai;e  2b. 
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omitted   Industries  derived   from  other  sources;    second,    the  trends   of  the 
sub-classifications  derived  from,  other   sources;    a-'d  as  these   superimposi- 
tions  were  made,    the    trend   of  the    "selected"   Industries   collectively  more 
nearly  approached  the  trend    of  the  Manufacturing   Industries   of  the   State 
considered  collectively. 

It   is   of    interest,    however,   to  call   attention  to  the  fact   that 
another  superimposition  was  ma(?e  by  us  on   the   Inter-Stete  chart   of  Mairy- 
land.      Our   Industry  Studies  again  showed  us   that   two   Industries   -   airplane 
manufacture  which  would   fall  under   "Trans oortat ion  Equipment"   and  which  was 
not  a  Predominant  Industry   in  the   year  of  our  Base  Pattern,   had   since  ac- 
quired predominance  due  to  the   growth   of   the   Glenn  Martin  operation   in 
Baltimore   County;   and  it   was  also  clear  from  the    Industry  Studies  that 
rayon  production   in   Cumberland,    Md.   has  also  acquired  a   position   of  Pre- 
dominant  significance  since  the    date  of  our  Base  Pattei-n.      These   two 
trends  and   the   magnitude  of   employment   of   each   of   these   Industries  were 
available  from  the   Bureau  of  Labor   Statistics   series.      After   the   various 
superimpositions ,    the   corrected  Intra-State  chart   agreed  fairly  well  with 
the  trend    of  Manufacturing   Industries   collectively. 

Now,    a   procedure   ide-^ticsl   to   that    just  described   is  possible 
in  the  case   of  omissions    of  the  local   Industry/   sub-classifications.      But, 
first,  we  should  like  to  digress   i"  this  paragraph  from  the  subject   of 
validations  to   make  the    statement   that   the   local   trends   are    never,    in  our 
diagnostic  nrocesses,    directly  related  by  us  to  the   Industry  Criteria  as 
would  be  implied  by  an  observation  of  the  Exhibits   in  the  Third  Phase. 
First,    we  i-^ject  an    intermediary   step  which    is  this.      For  each  of  the   fif- 
teen Predominant  Manufacturing  Industries  of  the  nation  are   determined   its 
Predominant  sub-classifications  on  a  national  basis.      Thus,    the    clothing 
Industry,    considered  nationally  is  broken  down   into    several    sub-classif i- 
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cations   such  as  men'rt   clothiig,    haberdashery,    women's  wear,    etc.      These 
national  sub- classifications  are   established  on  the  Predominant   basis 
similar  to  the  methods  described  in  determining  sub-classifications  in 
the   local   Industries. 

Consequently,    in   our  diagnostic  processes  when  we  have   estab- 
lished the   fact   that   the   Predominant    local   sub-classification  of  Mary- 
land's Predomina^nt    Industry-,    clothing,    is  men's   clothing,   we,    in   our  anal- 
ysis,   then  relate   the  local  trend  of  men's  clothing  to  the   national  trend 
of  men's  clothing;   and  then,   as  a    secondary   sten,    relate  the  national   trend 
of  men's  clothing  to  the   national   trend    of  the   clothing   Industry     which,    it 
may  be  stated  here,    includes   all  classifications   of  tlie   national    clothing 
Ind  ustrj- . 

One   important   reason   for  this   procedure  may   be   described  as  follows: 

The  reader  will  recall  that   in  Part   II   was  presented  a  map   show- 
ing the  national   distribution  of   clothing.      This   distribution,    as  we  have 
stated  previously   in   the   Survey,    defined  the  areas  potentially  competitive 
to  Maryland's   clothing  Industry,    and   showed  that   there  were   thirty-two 
states  notentially  competitive  to  the  Maryland   clothing   Industry.      But   our 
Industry   studies,    as  well  as  an  examination   of   the  Census    data   showed  that 
the  sub-classification  "I.len's   Clothing"   appears   in   oriy  nine  of   these 
thirty-t7/o  sections.      These  nine  states  are  now  regarded  as  the   states 
which   are  actually  comnetitive  with  Maryland's   clothing  Industry;   and    in 
our  Industry  study  of   clothing,    the    trenfl  of  men's  clothing  is  first  re- 
lated  to   the   national    traid  of  men's   clothing  and   then,   as  described  above, 
this  national  trend   of  men's  clothing   is  related  to  the  national  trend  of 
the  clothing  Industry,    thus  bringing   in  the   intermediate  step. 

After  the  digression  of  the    last  paragraph,   we  revert  to  the 
subject  of  validation.     As  a   matter  of    fact,    while  we  have  spoken  of  the 
last   paragraih  os  a   digression,    it,    too,    has  a   very  definite  bearing  on 
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the  validity  of   our  statistics,    particularly   in  view  of  the   fact   that   it 
points  out   the    sub -classification  and,    therefore,    the   statistical  mate- 
rial relating  to  the    sub-classification  which   is   of  the   most   direct   in- 
terest   in   our  diagnostic  processes. 

It   is    fully  recognized  that   even  after    "corrections   for  omis- 
sions"  of  both  kinds  have  been   considered   in  the  manner    described,   many 
questions   relating  to  statistical  validations   remain.      Ttius ,   our  "corrected" 
sub-classification   only  includes   those  sub-classifications   ;\feich   our   stu- 
dies have    indicated  to  be  predoiiiinant   in   that    particular   Industry  group. 
Thus,    it   is   not  a    complete  sample   of  the    Industry  group. 

Next,    it    is  nerfectly  obvious   that  the  sub- classifications   of 
the   Census  which  we  use  are  not   necessarily  representative   of  the   sub- 
classification   of  the   Industry,   and   they  very   definitely  are    inadeauate   to 
define   or  show   in   any  way  the    "Sectional"   distribution  of  those  samples. 
As  the   reader  v<ill  recognize,    this  knowledge  of   the   "Sectional"   distri- 
bution of  these   sub-classif  icat  ions    is   essential   to   the    orocess  we   are   using. 

Recently,    the  Department    of   Commerce  has  published  a   book  enti- 
tled  "Industrial  Market  Data  Handbook"  which   shows  by  counties  the   distri- 
bution of   the  plants   of  the  ve.rious    Industrial  sub-classifications.      To 
illustrate,    this   publication   shov.s  Fsrtiliz&r    (one  of  the    sub-classifica- 
tions of  our  Chonical  Industry)    to  occur   in  Baltimore    City  and   in   eight 
counties  of  the  State.     Our   Industry  study  of  fertilizer  shows  the   Pre- 
dominant Production   of  fertilizer  to  be   in  Bait  iiTiore    City,    and    therefore 
our  attention  concentrates  on  the  thirteen  samples  shOTm  by  the  handbook 
to  9ppe!?r  in  Baltimore   City,   end   our  next  problem  in  validation  is  to  as- 
certfiin  whether  these  thirteen  ssmnles  adeauctely  portray  the    changes  in 
the-   fertilizer   Industry  as  we  define  it.      Now,    incidentally,    our  Base  Pat- 
tern has  shown  that  all  of   the   counties  in  which  the  county   fertilizer 
plants  ere  shown  to  appear  in  the   handbook  are   in  Agricultural  Sections, 
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and   our  Base  Pattern  has  already    indicated  that   Industry    is  of  minor   im- 
portance  in   such  Sections,    obviously  indicating,    therefore,    that   a   com- 
ponent of   Industry  there  is  of  extremely  little  significance.      Now,   the 
thirteen  plants  showTi  by  the    Census  to  appear   in  Baltimore   may  be  an  ade- 
quate sampling  for   representing   fertilizer  considered  collectively   in 
Baltimore,   and  also  in  the   State,   but    they  are   definitely  inadequate  for 
our  purposes   of  diagnostics  for   the  follovdng  reasons: 

The   reader  has   seen  that   our   Industry  studies  concentrate  on  a 
study  of  the   products   of  the  Industry.      The  two  predominant   types  of  pro- 
duct  in  the    fertilizer  Industry  may  be   classified  as:      Superphosphates 
and    mixed  fertilizer.      Our  Industry'   studies  show  and   define   which   of  the 
Baltimore   Fertiliser  plants  are   complete,    semi-complete  or  mixing  plants. 
It   is   necessary,    for    our    purposes,    to  break   down  the    sample   and   define 
which   of  the    thirteen  plants   in  Baltimore  are  representative   samples   of 
each  classification. 

A  complete  plant   is  a  plant   operating    its   own  acid  plant  and 
its  own  acidulating  plant    for   acidulating  the    rock  with  the 
sulphuric   acid  to  produce  the  superphosphate.      It  also  pro- 
duces mixed  fertilizer. 

A  semi-comnlete  plant  has  the   acidulating  plant,    but  does 
not  manufacture   its  own  acid.      It  also  produces  mixed  ferti- 
lizer. 

A  mixing   plant  has   neither   an  acid    plant   nor  an  acidulating 
plant  and    is  purely  engaged  in  the   mixing  process. 
It  'Pill  by  this   time,  we  presume,    be  apparent   to  the  reader  that 
an   analysis  of  the  fertilizer  Industry   in  Maryland  along  these  lines  is  a 
very  definite  step  in  the   process  of  TOilidating  the  statistical  material 
of  the   Census   of  Manufactures  to  determine  whether  the  sampling    is  repre- 
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sentative  of  the  Industry  in  the  State,  as  well  as  of  the  Industry  in  the 
Sections  where   it  is  known  to  have  predominant  significance. 

There    is   no  question   that   there  still  remains  considerable   sta- 
tistical iiEterial   taken  from  the   Census   of  Manufactures  and   presented  in 
Part   III  which  requires  validation,   even  after   consideration  of   the  vari- 
ous  "omissions"  referred   to    in   this  chapter,    and  even  after   consideration 
of  plant    locations  and  types  of   plants  as  described  in  the  preceding 
paragraph.      It  will  probably  be  recognized,   however,   that  if    this  pro- 
cess of  diagnostics  were  bein^  -lursued   in  all  of  the  states  of  the   coun- 
try,   that    it   would   constitute   in  effect  a  very  definite  validation  of  all 
the  national  statistical  data  presented   in  Part   III. 

7«'e  have  been  attanpting  in  our   research  to   develop  a   rational 
method    of   continuing  diagnostics,    and  we  have  not    considered  it    within   our 
province  to    attempt  to  validate,    on  a   national  basis,    the  type  of   statis- 
tical material  which  "se  have  presented  and    which  we  are,    for  the  moment, 
accepting  at    its  face  value.     However,    careful  records  have  been  kept  of 
all  of  the   statistical  data  which   '-le  have  presented  and   7;hich  we  are   using 
and   complete  classifications  of   it  are   available   so  that,    as  we  see   it,    it 
is  readily  suscentiblc    to  any  further  refinements  directed  to   improvement 
in  statistical  accuracy. 

y/e   should  like  to  end   this  lest  chapter  with   this  statement  - 
that  even    if  there  reve  available  and  published  complete  statistical  data 
of  ell   of  the    Industries,    of  all  of  the  sub-cl-'ssifications,    and  in  addi- 
tion to  these,    comnleto  stf-itisticf  1  d-.t^^   of  all  of  the  oroducts  of  these 
Industries,    it  would   sti  11  be  necessary  if  7'e  v/ere  to  continually  observe 
chanpea  and  the  changiu''!    inter-relfitionships   of  these  "parts"   of   the  eco- 
nomic  structure  to  resort  to  the  utilisation  of  a   symbolism  and  to  consider 
the  predominnnt  parts  and    the  predominant    influences  actin/^   on  them. 


